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MARY: Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 

PEGGY: Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 
much. You see, we use nothing but Roytype Park Avenue Carbon Paper, and 
one sheet can be used not just 20 times, but up to 60 times, cleanly and clearly. 


Look, here’s proof... 





This is the first copy made with a fresh sheet of 
Roytype Park Avenue Carbon Paper. See how sharp, 
clear, and distinct it is. You'll find succeeding 


copies will also be clean, crisp, and easy to read. 
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‘riter, with the same sheet 
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MARY: 


Glory be! How is it possible? 

PEGGY: Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
each sheet, top to bottom, so that all areas of the paper can be used. 

MARY: IZsn’t it hard to get, these days? 

PEGGY: Not at all! It’s as easy as picking up your phone and calling your local Royal 


Typewriter Representative or Roytype dealer .. . Hey, where are you going? 


I'm going in and see that smart boss of mine. And, lady, I’m going to eat crow! 


**,.-and | looked him straight in ‘the eye and said, “NO! “ 





Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 
hand. 





ro ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 
TYPEWRITER COMPANY 


*Trade-mark Registered U. S. Pat. Off. 











Copr. 1944, Royal Typewriter Company, Inc. 
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COMPOUND A BUSINESS SYSTEM 
Loninighetsmtie  POREP PARED Elle 


long experience covers the applying of 


Ditto Business Systems to practically every 
kind of business. It will pay you to call this Y 0 U 


specialist—to let him explain how Ditto 
methods and machines best can function 
in your own particular operations — 


PRODUCTION: Use Ditto—save up to 
36 hours getting orders into your shop! 


PURCHASING: Get raw materials into 
your plant 10 days faster! 
PAYROLL: All records from one single 
writing! 
ORDER BILLING: Eliminate 90 per 
cent of all typing! 

Write today for sample Ditto Systems 
DITTO, Inc., 697 5. Oakley Bivd., Chicago 12, Illinois ( 


Manufacturers of Business Machines and Supplies 


DIT. 


* . 
BUY WAR BONDS @ 
AND STAMPS 
, WSbMCLL 
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The LAS. Course is one you can rec- 
ommend, with confidence, to those 
whoask your advice regarding a good 


correspondence course in accounting. 


The uniformly high caliber of the 
men who compose the I.A.S. Staff 
is in itself eloquent testimony as to 
L.A.S. training. The cooperation of 
Staff members in various advisory and 
consulting capacities provides the 
practical, broad viewpoint which is 


so necessary in adult education. 


Free catalog on request to you or to 
any member of your staff who is 
interested. 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


March 
March 1—Philadelphia, Quad-Cities 
March 6—Buffalo, Chattanooga, Twin 
Cities 
March 7—Bridgeport, Seattle 


March 8—Dayton, Hartford, New 
York City, Toledo 


March 12—Kansas City 


March 13—Boston, 
land, Milwaukee 


March 14—Baltimore 

March 15—Los Angeles, San Francisco 
March 16—Portland 

March 19—Pittsburgh 

March 20—Dallas, Springfield, Syracuse 


March 27—Atlanta, Chicago, Detroit, 
District of Columbia, Houston, St. 
Louis 


March 28—Indianapolis, Louisville, 
Rochester, Western Michigan 


Cincinnati, Cleve- 


Note: Birmingham and New Orleans 
meeting dates in March to be announced. 


April 
April 3—Buffalo, Chattanooga, Twin 
Cities 
April 
April 
April 


4—Bridgeport 
5—Philadelphia, Quad-Cities 
6—Dayton 

April 9—Kansas City 


April 10—Boston, 
land, Milwaukee 


April 11—Baltimore 


April 12—Hartford, New York City, 
Toledo 


April 16—Pittsburgh 
April 17—Dallas, Springfield, Syracuse 


Cincinnati, Cleve- 


April 19—Los Angeles, San Francisco 

April 20—Portland 

April 24—Atlanta, Chicago, Detroit, 
District of Columbia, Houston, St. 
Louis 

April 25—Indianapolis, Louisville, Roch- 
ester, Western Michigan 

April 26—Seattle 


Note: Birmingham and New Orleans 
meeting dates in April to be announced. 
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looks good to me/ 
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Te'sas easy to multiply on 
my automatic Marchant as to en- 
teramounts in an adding machine. 
Just set up factors, copy the an- 
swerandclear. No waiting for the 
answer to develop for the auto- 
matic Marchant multiplies simul- | 
taneously with entry of the multi- | 
plier-factor...the fastest and easiest! 


15. t Se 


“Marchant salesmen 
give definite facts and 
time tests, not generali- 
ties. They prove all 
claims to my entire satis- 
faction. We think Mar- 
chant is tops for multi- 
plying, dividing, adding 
and subtracting.” 


DelieLUSIDIG SW ER ibaa 


MARCHANT! 


SSHLENTSPEED ELECTRIC 
CALCULATORS 





Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U. S. A. 


SALBS AGENCIES AND MANUFACTURER'S 
SERVICE STATIONS GIVE SERVICE EVERYWHERE — 














The 


Controller 








VOL. XIII 


MARCH, 1945 





Ledttortal Comment 


Words of Appreciation 


HE chairman of the Advisory Committee on Gov- 

ernment Questionnaires, Mr. F. Stuart Fitzpatrick, 
has taken occasion to speak in glowing terms of the as- 
sistance which has been rendered by representatives on 
that Committee of the Controllers Institute of America. 
In a recent letter he said: 


“I cannot speak too highly of theveffective work of Mr. 
E. E. McConnell and other representatives of The Control- 
lers Institute who have served on the Advisory Commit- 
tee since its beginning. Perhaps the area in which the 
greatest joint achievement of government and industry has 
occurred is the general field of financial reports, now un- 
der the supervision of Mr. McConnell as Chairman of the 
Subcommittee on Financial Reports. All who have par- 
ticipated with Mr. McConnell in the work of the several 
subcommittees dealing with various financial reports, have 
made a remarkable contribution towards the conservation 
of time, effort and expense on the part of reporting com- 
panies. This has been no small achievement. 

“Speaking for the Committee, we are pleased by the 
prospect of working together another year with The Con- 
trollers Institute in this important activity”. 


The Controllers Institute was one of the original 
group of five national organizations whose representa- 
tives constituted the Advisory Committee. At various 
times Mr. H. Parke Thornton, deceased, of the White 
Motor Company, Cleveland; Mr. E. Chester Peet, of 
Shell Oil Company, Inc., New York City; and Mr. 
Lisle W. Adkins, of the Crosley Corporation, Cincin- 
nati, have been engaged in this work. Mr. Adkins and 
Mr. McConnell, of the Norton Company of Worces- 
ter, are The Institute’s present representatives on the 
Committee, on which seven national organizations are 
represented. 

The Institute is giving financial support to the Ad- 
visory Committee, as well as the service by its mem- 
bers, of which Mr. Fitzpatrick speaks so appreciatively. 
The Committee’s work is to continue, and it is to be 
hoped that it will be as effective in the coming year as 
it has been in the past. 


Renewed Control of Expenditures in Order 

— companies have been rearranging their 
official setups to provide for proper handling of 

problems involved in budgeting and controlling ex- 

penditures, as business concerns are confronted with 


112 


changing conditions in the postwar and reconversion 
periods, whenever they arrive. 

The spirit of “get out the production regardless of 
cost” which necessarily has prevailed has naturally re- 
sulted in expenditures getting out of hand, as com- 
pared with prewar procedures. 

Companies which went overboard in spending, even 
now are finding retrenchment necessary as incoming 
orders decline, and the backlog of unfilled orders 
shrinks, and as production eases off. This does not ap- 
ply as yet to companies which are receiving new con- 
tracts and are still operating at top speed. 

Expenditures of operating departments will require 
approval in the new era, by an executive assigned to 
the handling of the function under budgets newly in- 
stalled as a working tool of management—budgets 
which will be in line with changed conditions. 

In other words, tighter control of expenses will be 
in order, and for a time at least will constitute such an 
important function that changes or rearrangements of 
duties and responsibilities may be necessitated. The 
budgeting task, and the control of expenditures, are 
matters under the jurisdiction of controllers. They may 
need additional personnel in order to handle them suc- 
cessfully. Certainly they will call for closer attention 
than it has been expedient to give them in recent years. 


Sound Thinking on Proposed New Revenue Act 


F yew for control was made recently by Repre- 
sentative Carlson, Republican, of Kansas, in an ad- 
dress before an audience composed of controllers. Nat- 
urally his hearers were in harmony with this plea. The 
particular control which Representative Carlson called 
for was control of governmental expenditures. 

He was discussing federal taxation, and made the 
point that spending is taxing, and that the tax burden 
is compounded when spending competes with busi- 
ness and destroys taxpayers. He believes that taxes 
should be adjusted to sound business—not that busi- 
ness should have to adjust to new taxes. 

The interesting statement was made by Representa- 
tive Carlson that sixty-two postwar tax programs have 
been submitted to Congress—all different. They have 
been advanced in good faith by an aroused taxpaying 
public. This interest in the form that future federal 





rev 


ing 


co' 
of 

she 
eve 
eq 


nes 


see 
stri 


rea 
the 


cor 
anc 
in | 


the 
tio! 
ler: 
act: 
me 
tior 
Th 
to. 
De; 
on 


mo. 
met 
enu 
pla: 
Cor 


wh: 
bus 


Esti 


Rey 
mat 
ter | 
esti 
com 


case 








ion 
of 
m- 
ven 
ing 
lers 


ap- 


on- 


lire 
to 


ets 


re- 
ad- 
jat- 


led 


the 
len 


Kes 
ISi- 


ta- 
ve 
ve 
ng 
ral 








revenue acts should take is promising. It is also gratify- 
ing to note that the Ways and Means Committee of the 
House of Representatives is sincerely desirous of dis- 
covering what type of tax law will best meet the needs 
of the country. It recognizes that business enterprises 
should not be taxed out of existence, also that what- 
ever tax relief is found to be possible should be spread 
equitably between personal, small business and big busi- 
ness income tax rates. 

Mr. Carlson listed five points on which he said there 
seems to be general agreement as to a postwar tax 
structure: 

1. As to its source, it must be developed by a representa- 

tive, patriotic group, not one suspect of privilege. 

2. As to its effect, the primary motive must be maximum 

employment and business activity. 

3. As to its scope, it must give more than casual attention 

to the balancing of spending by revenue. 

4. As to its benefits, it must equitably spread tax relief. 

5. As to its soundness, it must bear approval by the most 

expert and practical opinion available. 


That is a sound program, which gives rise to the 
hope that the next revenue act will be such as to have a 
really constructive bearing on the problem in hand— 
the reconstruction of American economy. 

Controllers and financial officers were glad to wel- 
come Mr. Carlson at this meeting in New York City, 
and to gain from him an idea as to what Congress has 
in mind. The fact that the Representatives who make 
up the Ways and Means Committee are approaching 
their problem so seriously and with such good inten- 
tions as Mr. Carlson describes is reassuring. Control- 
lers have had a part in the shaping of federal revenue 
acts over the past ten years, confining their recom- 
mendations to the realms of operating results, elimina- 
tion of inequities, and various other technical phases. 
They will make, in due course, a series of suggestions 
to the Ways and Means Committee, to the Treasury 
Department and to the Joint Congressional Committee 
on Internal Revenue Legislation. 

On this occasion the controllers may have to cover 
more ground than in previous years, in their recom- 
mendations, when and if wider revisions of the rev- 
enue act than have been made in recent years, are 
planned. The Committee on Federal Taxation of the 
Controllers Institute of America has begun its studies, 
which will continue through several months. 

There are few more important matters to which 
business executives could devote their attention. 


Estimated vs. Actual Earnings 
palpate to profit sharing trust may, un- 


der a new ruling by the Commissioner of Internal 
Revenue (PS No. 46) be computed on the basis of esti- 
mated income. This reverses an informal ruling by let- 
ter dated January 16, 1945, to the effect that actual, not 
estimated earnings, must be used as the basis of the 
computation. 
The new ruling permits use of estimated earnings in 
cases in which the actual earnings data cannot be ob- 
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tained by March 1. The estimated income must be 
“determined in accordance with established accounting 
principles consistently applied”, and must be “certified 
by the accounting or other responsible officer of the 
company”. No contribution based on an arbitrary esti- 
mate or haphazard guess will serve. 

Here is another task for the controller. 


Contractors’ Settlement Claims Open to Improvement 


ewe thought continues to present itself that tens of 
thousands of contractors and contractors’ repre- 
sentatives have not made adequate use of available in- 
struction in contract termination procedures, and that 
settlements with subcontractors are lagging. Also, that 
many prime contractors have not organized termina- 
tion departments adequate to handle their subcontrac- 
tors’ claims. Also, that subcontractors have failed to 
take advantage of existing opportunities to learn how 
to secure settlement and payment. 

That is the picture presented by Director of Contract 
Settlement Robert H. Hinckley. It should spur con- 
tractors and subcontractors to action. Mr. Hinckley’s 
observations are made in a “Second Quarterly Report 
of the Director of Contract Settlement”. 

Other deficiencies are mentioned. Sometimes con- 
tractors have not claimed costs undoubtedly incurred, 
such as general and administrative expense, and settle- 
ment expense. Mention is made by Mr. Hinckley of 
“undue emphasis upon accounting exactness in the 
establishment of claims”. (A _ reasonable estimate 
should be made when accounting exactness is impos- 
sible. ) 

Minor items of cost were disallowed when the claim 
as a whole indicated that the contractor could have 
established additional costs in excess of the cost dis- 
allowed. 

Costs or profits which were undoubtedly allowable 
under the rules either were not claimed or were not 
insisted upon. 

Contracts terminated have been settled for less 
money than the principles of the Contract Settlement 
Act would have warranted contractors in claiming. In 
the six months ending June 30, 1944, 81 per cent. of 
amounts asked by contractors were allowed; in the 
next six months the figure advanced to 89 per cent. 

Lack of proper preparation of settlement claims is 
reported. Legitimate costs were not even asked for, 
and the overall equities of proposed settlements were 
not properly presented. 

There is probably another side to this picture, but it 
would appear that contractors have been slow to avail 
themselves of the opportunities offered to bring about 
settlements more advantageous to themselves than they 
have obtained. Involved in this problem is the neces- 
sity of setting up contract settlement divisions within 
companies, which requires more manpower in com- 
pany offices, and much studying of the rules and reg- 
ulations. There is much that controllers can do to as- 
sist in remedying conditions. A.&. T. 














Employment of Veterans: 


An Analysis of the Problem 


The current discussion of veterans’ em- 
ployment presents what may at first appear 
to be an anomalous situation—planning 
tomorrow's peacetime work for those mil- 
lions, who, in a multitude of battlefields 
throughout the world, are now engaged 
in death struggles from which many will 
never return. The tragic experiences of 
the past, however, have taught us that 
just as it is mecessary in time of peace 
to prepare for war, so is it necessary in 
time of war to prepare for peace. 

When the war shall have been won, 
when another brilliant chapter of heroism 
is written in the history of our nation, 
that same victory will bring to American 
statesmen and to American business, Ia- 
bor, farm and industrial leaders the great- 
est problems and the most pressing chal- 
lenge in the history of our nation. 

The liquidation or reconversion of the 
American industrial colossus, the demo- 
bilization of ten million men and women 
who have been geared to war's destruc- 
tion, and the release of as many million 
more who have been geared to war pro- 
duction, and their transition, intellectu- 
ally, economically and emotionally, from 
war to peacetime pursuits, with the 
shadow of potential threats of unemploy- 
ment, of inflation, are all problems which 
must be met with vision, courage and 
constructive planning. It is indeed a chal- 
lenge which, if not met and overcome, 
threatens disaster as great as the war it- 
self. 

History has demonstrated that planning 
for peace is no longer a sequel to plan- 
ning for war. It cannot be undertaken 
when the tools of war have been dropped. 
It is a necessary integral part of war plan- 
ning itself. Peace is not an aftermath, 
but a part, of war. Let those who would 
deny this statement turn back the pages 
of history and think well of the events 
since 1919. 

In 1917 as in 1941, this nation was 
unprepared for war. In 1918 it was 
equally unprepared for peace. We were 
a peace-loving nation. War was not part 
of our thinking or our philosophy. We 
were too interested in the pursuits of 
peace, seeking to improve the common 
weal, to think of war’s destruction, and 
then suddenly finding ourselves engulfed 
in a war we were too busy achieving vic- 
tory to think of the peace. Industry which 
on Monday had been urged to maintain 
the highest scale of production, to keep 
its furnaces blazing, its manpower work- 
ing at top speed, was told on Tuesday to 


By Brigadier General Frank T. Hines 


bank its fires, to cease production, and to 
liquidate its personnel. 


AFTER WORLD WAR I 


Conflicting economic currents ran un- 
checked. Men were demobilized while 
war workers were being discharged. In- 
come dropped and the cost of living 
jumped. Bread was scarce but bread lines 
were long. The erstwhile hero of Cha- 
teau-Thierry and The Argonne wandered 
up and down the highways and byways 
of the country looking for a job he could 
not find. We paid the penalty. The blame 
has been placed on many shoulders but 
certainly none can place that blame on the 
veterans; but wherever the blame may 
belong this nation has resolved that that 
page in history shall never be repeated, 
and that in our present all-out total war 
effort we will also plan for an orderly 
reconversion to peace. 

Let it not be thought, however, that 
the federal government was unmindful 
of the sacrifices which the veterans of 
World War I have made, nor that no 
steps were taken to show that apprecia- 
tion. Legislation was passed which ma- 
terially increased compensation rates for 
disabled veterans, and during World War 
I government insurance was instituted 
for the disabled and for the dependents 
of those who did not return. Our govern- 
ment has always recognized and dis- 
charged its responsibilities to. its veterans 
—more generously than any other coun- 
try in the world. 

Today, the nation has adopted new leg- 
islation even more generous, indeed, as 
generous as the national economy can pos- 
sibly permit, for the benefit of the veteran 
and his dependents, and has resolved that 
the difficulties which the veteran, as in- 
deed did all our citizens experience after 
the last war, will not be repeated. It is 
for you and for me and for all of us to 
make this resolution—and having made 
the resolution change it into a plan, and 
then convert the plan into action. 


I realize, of course, as we all do, that 
present planning for future employment 
must never be permitted to interfere with 
the war effort. Winning the war—and 
win we will—must be the primary ob. 
jective of our present undivided efforts, 
Today when government, labor and man- 
agement all plan for tomorrow’s return 
of the veteran, it is a corollary to, and 
not an interference with an all-out war 
effort. 

There are those who look on the ques- 
tion of veterans’ employment as just an- 
other economic incident, one of the many 
social and political problems which lie 
ahead in a nation’s reconversion to indus- 
trial and financial stability, but my per- 
sonal and official experiences rebel against 
this approach to the question of veterans’ 
employment. It is a normal impulse to 
shut from our minds and our imagina- 
tions those things which are unpleasant. 
And yet we must be conscious of the fact 
that many American fathers and sons will 
die in defense of our Country. Wives 
will become widows; children will be- 
come orphans; the aged will be bereft 
of their sons. 

Can then the obligation to provide for 
those who return be considered a prob- 
lem like that of changing the wheels of 
a machine? I cannot, nor do I believe 
that America will adopt this view. 


REDEEMING A PLEDGE 


I look upon, and I believe America 
will look upon, the question of the proper 
care of the returning veterans in the light 
of a crusade. We must redeem our na- 
tion’s pledge to those who left, that those 
who will return will be met with suitable 
and satisfactory employment. Employ- 
ment, not because it means a pay e€n- 
velope—though I am realist enough to 
recognize its importance—but employ- 
ment so that men can hold their heads 
high, so that they can maintain their self- 
respect, so that men may have the thrill 
of knowing that they, as fathers and as 
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THE OFFICIAL VIEWPOINT 


The paper presented on these pages deserves the study of every corporate 
controller and financial officer because its author is the Administrator of Vet- 
erans’ Affairs and the Administrator of Retraining and Re-employment, Wash- 
| ington, D. C. General Hines presented this manuscript before the February | 
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husbands, are giving to their families, by 
their own efforts and by their own labors, 
those things which every father and every 
husband seeks for those whom he holds 
dear. 

You are interested in this problem, not 
only as employers but as fellow Ameti- 
cans. I have no doubt that many of you 
at this moment may be thinking of your 
own sons in far-off corners of the world, 
fighting to maintain this country and the 
ideals for which it stands. 

For many years—many more than I like 
to think about—I have been the Admin- 
istrator of Veterans’ Affairs. It is sad to 
contemplate that before the line of dis- 
abled veterans, of widows and orphans, 
created by World War I, has ended, the 
line is increasing to untold proportions 
by those created by World War II. But 
veterans do not want pensions, doles, 
charity or sympathy. They want jobs. 
There is no medicine, there is nothing 
which so quickly restores a man’s health 
and sanity, as work and a sense of secur- 
ity, confidence in his ability to stand up 
and be counted. 

But this does not mean that this coun- 
tty or its employers should look on this 
question with the concern that ordinarily 
confronts a businessman who views an 
undesirable inventory. I am glad to tell 
you that the veterans who will return from 
this war will be the most employable 
group in our country—superior to any em- 
ployable group any place in the world. 
Almost eighty per cent. of those return- 
ing will be under 30 years of age; 13 
per cent. are college men; 52 per cent. 
are high school men, They are the health- 
ist, the best-educated army that the 
world has even seen. 

The crucible of war, in which their 
bodies and their souls have been tem- 
peted, has raised their ideals and patriot- 
ism to the highest point in the history of 
our nation. And this in spite of the fact 
that nothing that you have read, nothing 
that you have seen, nothing that you have 
heard, can tell the story of the physical 
and mental hardships which modern war- 
fare imposes upon those who engage 
therein. As employers, therefore, you are 
to be congratulated, and the country is 
to be congratulated, that the manpower 
ingredient which you will put into your 
future activities will be the highest type 
of manhood and womanhood that the 
world has even seen. 


RULES OF CONDUCT 


It is inevitable, however, that intimacy 
with death and destruction, the sudden 
change from peaceful America to a war- 
tidden world, and a transition from wart 
to peace, must leave sofme marks upon 
those who have dealt with death and de- 
struction. True it is that these marks can 
be obliterated, but just as steel and glass 
must be slowly cooled to prevent cracking, 
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just as certain rules must be applied in 
that process, so experience has found it 
necessary that certain rules be observed 
by those of us who have stayed behind, 
in dealing with those who are coming 
back. May I therefore suggest that the 
following rules of conduct, the result of 
study and experience, be considered by 
you, as employers, as fellow citizens, and 
as associates of our returning veterans, 
just as they are considered and followed 
by us in our personal and official rela- 
tionship with the veteran. 


1. Be natural at all times. Don’t strain 
to appear nice or to say the right thing. 
Don’t be effusive. Though changed, the 
veteran is still an ordinary human being 
and wants to be treated as such. 

2. Don't be patronizing. Treat him as 
a responsible citizen, as well as a veteran. 
He has a tremendous job to do and will 
be one of the most important citizens in 
the community. Recognize him for what 
he is, a citizen who is better equipped for 
success as a result of his service experi- 
ence than most civilians. 

3. Don’t pamper him, and don’t feel 
or show pity. He’s entitled to all the real 
consideration at your command, but he’s 
a man who has been taught to stand on 
his own, feet and consequently is far bet- 
ter equipped to do so than most. civilians. 

4. Don’t kill him with sympathy. He 
wants real help, not maudlin tears. Genu- 
ine kindness and a recognition of the job 
he has done form the basis of the ideal 
attitude for you to develop. 

5. Don’t urge him to talk. He'll talk 
about what he’s been through if he wants 
to, but don’t urge him. Like all of us, 
some veterans will want to talk while 
others won't. Remember, if anly one civil- 
jan were curious about what it was like, 
it would be one thing, but he is likely to 
be queried by scores. So let him take the 
initiative in such conversation. 

6. Keep your poise, and don’t be star- 
tled if he has changed markedly, is dis- 
figured, disabled or highly nervous. He 
knows you'll notice, so don’t stare or call 
attention to it, or if you feel you must 
mention it or he brings it up, discuss it 
in as natural a way as possible. In gen- 
eral though, be as really kind as you can. 

7. Be realistic. If he wants to talk about 
his problems and the future, don’t tell 
him that he doesn’t need to worry. Tell 
him the facts about the employment and 
other situations in the community, and ad- 
vise him on how to cope with them. The 
G. I. Bill gives him a lot of help, but 
he'll have to compete with civilians and 
other veterans for long-term success. 

8. Don’t mention petty home-front 
hardships. Don’t bring up the subject of 
how difficult things have been at home. 
It hasn't been difficult and he knows it. 
Certainly it would sound ironical to men- 
tion the petty homefront hardships in the 
face of what he’s been through. Just let 
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him know most of us have done every- 
thing that we've been asked to do and 
have wanted to do more. 


Let us help him in every way we can. 
Let us be sure that he is aware of his 
rights, his opportunities to get an educa- 
tion, his preference for his old job, and 
the other benefits to which he is entitled. 
It is our joint responsibility to get every 
community organized to bring this in- 
formation to him, and try to get him 
interested in participating in the solution 
of his own and the Nation’s problems. 

These suggestions apply to veterans 
whether they carry obvious and objective 
wounds of battle or merely those which, 
hidden away, should never be disturbed 
but should be permitted to disappear as 
result of peaceful pursuits. I should like, 
however, to invite your attention to an- 
other group of veterans—those who re- 
turned with service-connected disabilities, 
those who are physically handicapped. 
And here, too, one may unconsciously 
have a feeling that this item should be 
charged to profit and loss. It need not be. 

Hard-headed businessmen and _far- 
thinking conservative insurance com- 
panies have discovered that here, too, is 
a wealth of material and not a human or 
industrial by-product. Investigations by in- 
dustry, by the United States Civil Service 
Commission, by the United States De- 
partment of Labor, by the American Mu- 
tual Alliance, and other insurance com- 
panies, have disclosed the fact that men 
with physical handicaps, in many in- 
stances, and in practically all instances 
where care has been taken in their place- 
ment, are good workers, that they stay 
on the job, that they have fewer accidents, 
that they produce, that they expect no fa- 
vors, and that they appreciate opportu- 
nities of employment. 


HANDICAPPED WORKERS 


Most persons with handicaps are capa- 
ble of performing many types of produc- 
tive work. It has been common practice 
to select employees for their skill, apti- 
tude and experience. To best utilize the 
skill, aptitude and the experience of per- 
sons with handicaps, pre-placement physi- 
cal examinations should be given and an 
analysis should be made of the physical 
requirements and environmental condi- 
tions of available jobs. Each employer 
should make an analysis of his own jobs, 
rather than follow any list of typical jobs 
for persons with certain handicaps that 
may be prepared by an outside agency. 

A person’s ability to perform a given 
job successfully is not dependent upon 
his over-all physical make-up or condi- 
tion. Only a few physical abilities are re- 
quired to do a given job. Frequently, the 
method of doing a job is the result of habit 
rather than one of design and has resulted 
in the demand for physical abilities be- 
yond necessity. Many times it may be 
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found that a job can be revamped so that 
by doing it in a slightly different way, 
different physical abilities can be uti- 
lized. It is not necessary to have a man 
who has the all-around appearance and 
physical qualifications of a star football 
player to perform a job which basically 
requires only good eyesight plus the use 
of one good hand. 

Employers who have adapted persons 
with handicaps to jobs or revamped jobs 
to fit persons with handicaps are prac- 
tically unanimous in stating that these 
workers are efficient, careful, industrious, 
loyal, and not prone to absenteeism. 

Each person considered for special 

lacement should be considered on the 

P sis of his or her abilities and qualifica- 
tions, rather than handicaps. It is im- 
portant to treat each applicant’s case in- 
dividually. 

It has occasionally been assumed that 
companies writing Workmen’s Compen- 
sation Insurance increase the premium 
rates when physically handicapped per- 
sons are employed. This is not a fact. 
Serious second injuries to previously in- 
jured workers occur infrequently. Work- 
men’s Compensation Insurance rates are 
based on the experience of the class of 
business modified in some cases by in- 
dividual plant or business experience. If 
the employment of handicapped persons 
resulted in more losses than normal, there 
would be a rate increase. There is no in- 
dication that total losses are increased 
when the physically handicapped are 
fitted into proper jobs. The failure to em- 
ploy handicapped persons because of an- 
ticipated increased insurance cost is eco- 
nomically unsound and unpatriotic. 

Properly placed, workers with handi- 
caps ask no special favors.or preference— 
only a job and a safe one. 

You, as controllers, and I, as the Ad- 
ministrator of Veteran’s Affairs, work in 
different laboratories, and with different 
material. You work on paper with pen 
and pencil, and, I assume, an eraser. You 
deal in numbers and with dollars. You, 
with one stroke of a pen can change hun- 
dreds to thousands and thousands into 
millions. An eraser corrects an account- 
ant’s error. We in the rehabilitation of 
veterans do not have the power of such 
magic. 

Despite the fact that the Veterans Ad- 
ministration is in itself “big business,” 
operating one of the largest insurance or- 
ganizations in the world, distributing 
many millions of dollars to veterans each 
year, we deal fundamentally—not with 
dollars,—but with the minds and the 
bodies of men. We do not, I repeat, in 
the rehabilitation of veterans have the 
magic power of an accountant’s eraser in 
dealing with our problems. Time—often 
a long time—patience, restraint, under- 
standing, and tolerance, are some of the 
tools used by us in curing the errors which 
war has made in our sons. We have many 
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disappointments—disappointments which 
cannot be cured by an eraser. It is for 
this reason—because in the readjustment 
of veterans we will all be dealing with 
human lives—that I urge industry to 
adopt a sound, thoughtful, and consid- 
erate program for the integration of veter- 
ans into post-war American economy. 


EMPLOYER’S OBLIGATIONS 


The relationship between his future 
employer and the veteran must, of neces- 
sity, be considered from two viewpoints, 
one the employer's obligation under the 
law, and the other, the employer's obliga- 
tion as a member of society—as a citizen 
of the nation whose freedom and liberty 
were saved by the men and women in 
the armed forces. Though I am charged 
with the responsibility of administering 
and enforcing congressional enactments 
made on behalf of veterans, I hope the 
day will never come when a veteran will 
have to depend upon law enforcements 
to secure a job. I believe that the debt 
of America, based upon its moral obliga- 
tion to the veteran, is greater than the 
obligation imposed by law. 

In a letter written on November 29, 
1918, President Wilson described our 
debt to the veteran of World War I. 
That letter is just as applicable today as 
when written; in it President Wilson said: 

“This Nation has no more solemn ob- 
ligation than healing the hurts of our 
wounded and restoring our disabled men 
to civilian life and opportunity. .... 
The cooperation and interest of our citi- 
zens is essential to this program of duty, 
justice and humanity. It is not a charity. 
It is merely the payment of a draft of 
honor which the United States of Amer- 
ica accepted when it selected these men 
and took them in their health and 
strength to fight the battles of the Nation. 
They have fought the good fight; they 
have kept the faith; and they have won. 
Now we keep faith with them, and every 
citizen is endorser on the general obliga- 
tion,” 

America, I am sure, will meet its obli- 
gation! 

I have confined my remarks to the sub- 
ject of ‘Veterans’ Employment,” but I 
am sure that we all recognize that the 
welfare of the veteran is interwoven with 
that of all other segments of our popu- 
lation. We have learned that it is neither 
economically nor morally sound that one 
group of our people shall live in abun- 
dance while another group is in want. 
The veteran cannot hope for full em- 
ployment unless there is full employment 
for everyone. To think otherwise is to 
encourage class distinctions which lead 
to class hatreds, an evil which we are now 
fighting to destroy. 

It is true that Congress and a grate- 
ful nation, by law and by public acclaim, 
have stated, as set forth in the Service- 


men’s Readjustment Act of 1944, com. 
monly knows as the “G. I. Bill of 
Rights,” that the country shall provide 
the “maximum opportunities of gainful 
employment’ for veterans. To this he is 
entitled—and this, if it be in our power, 
he shall have. 

We recognize, however, that the vet- 
eran can secure such maximum oppor- 
tunities for employment where there is a 
life of abundance for all and employment 
for all. To accomplish this will require 
the full and complete cooperation of man- 
agement, labor and government. It will 
require courage and optimism. It will re. 
quire daring and planning. It will re. 
quire that America of today be worthy of 
the traditions upon which this nation was 
founded and be worthy of the sacrifices 
which American youth is now making. 

We stand today at the crossroads of 
history. We must look forward with hope 
and determination. The forces of evil are 
always on the march, but so are the forces 
of good, of justice, of right, and of lib- 
erty. It is for us to determine which of 
those forces will conquer and which of 
these forces will determine the future of 
our nation. We must rise to the heights 
upon which our sons have planted their 
standards. I have the faith, and I am 
sure that you have the faith, that we, 
America, its people, have the courage, the 
statesmanship, the desire to do and to 
share, and the wisdom to meet and to 
solve tomorrow’s problems, so that our 
sons may return to a free, to a prosperous, 
and to a happy nation which they so 
gloriously preserved. 


War Profits Theory Refuted 
In Federal Reserve Study 


The general impression that large companies 
have benefited inordinately from prime war 
contracts is refuted in an article by F. C. Dirks, 
of the Federal Reserve Board’s division of re- 
search and statistics, in the January issue of the 
Federal Reserve Bulletin. It is based on finan- 
cial statements for the years 1940-43 from 
nearly 2,000 concerns—1,260 in manufacturing 
and 681 in trade—ranging in size of total as- 
sets from some $10,000 to over $1,000,000,000 
and distributed among 130 lines of manufactur- 
ing and trade. 

Net profit after taxes in 1943, Mr. Dirks 
pointed out, constituted a higher percentage of 
net worth among small companies than among 
medium-size companies, and the latter in turn 
had higher profit rates than the large compan- 
ies. 

“The result,” he added, “has obtained in 
trade as well as in manufacturing, and in wat 
lines as well as civilian lines. It contrasts with 
the common impression that the concentration 
of prime war contracts among large companies 
has benefited them inordinately. 

“In most manufacturing and trade lines the 
position of small and medium-size concerns 
has improved rapidly during the war, and in 
fact more sharply than that of the larger com- 
panies.” 

As to earnings before income taxes, Mr. 
Dirks wrote, the comparatively greater increas¢ 
in small manufacturing company earnings from 
1940 to 1943 was clearcut among manufactur- 
ing industries, particularly those with a large 
war interest. 
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Control of Profits in the Period 





Immediately Following VE-Day 


The article which follows presents 
the resume of a round-table discussion, 
led by Mr. Willard P. Dudley, secretary- 
treasurer of Ohio Steel Foundry Company, 
Lima, Ohio, at the November 9, 1944 
meeting of the Dayton Control of the 
Controllers Institute of America. 

—THE Eprror. 


The problem of controlling profits in 
the period immediately following the 
end of hostilities in Europe varies greatly 
in different industries and businesses. 
Many of our industries today are greatly 
expanded for war production. This ex- 
pansion may be financed either privately 
or with government funds. The expan- 
sions may be for greater production of 
regular lines of production, resulting in 
surplus of productive facilities for nor- 
mal business. Some, on the other hand, 


may have converted facilities or ex-- 


panded for the production of entirely 
new lines of products. Some concerns 
may be fortunate enough to have unlim- 
ited postwar markets, while others may 
find their output greatly curtailed by the 
termination of wartime requirements. 
Some concerns may be faced with a tre- 
mendous termination and inventory dis- 
posal problem, while to others this may 
present no great difficulty. Some con- 
cerns devoted to subcontracting and pro- 
ducing no finished product may be com- 
pletely dependent in the postwar period 
on the concerns they are supplying. 
Certainly it is the controller's express 
responsibility to project to management 
the extent to which the changes antici- 
pated on VE-Day will effect their own 
particular businesses. Many of these 
problems cannot be solved in the con- 
troller’s office; sales are not consumated 
there, nor are the products produced 
there. Costs must be controlled at the 
point of origin in the manufacturing op- 
erations if they are to be controlled at 
all. However, the controller can fore- 
cast sales and cost REQUIREMENTS for 
management, presenting the necessary 
forecasts to enable those directly respon- 
sible to control costs, provide funds for 
conversion, provide working capital for 
new business, and otherwise protect in- 
vestment. Such forecasts and determina- 
tions must be sound—if they are to lead, 
and not mislead—and must be applicable 
to the individual business concerned. 
The purpose of this discussion is to 
consider how to approach this problem 
i a sound and informative manner. 
Fundamental to the plan is an accurate 
analysis of existing conditions. Present- 
day sales must be analyzed to determine 


what products will continue after VE- 
Day. Present sales must be compared to 
present costs, this comparison to be car- 
tied to classes of products to the greatest 
extent possible under existing cost prac- 
tices. Such an analysis may develop a 
need for more accurate cost information, 
may establish that existing standards 
may need revision and a strengthening of 
cost accounting may be necessary to meet 
the postwar needs. Particular study must 
be given to costs and selling prices of 
products that will continue after VE- 
Day. It may develop that price increases 
will be needed to meet increased costs on 
normal peacetime products and study of 
O.P.A. standards and practices for the 
particular industry may be necessary to 
enable securing of price relief without 
undue delay. 


COMPARISONS WITH PRE-WAR 


On completion of analysis of present- 
day position, careful comparison must be 
made with some peacetime years im- 
mediately preceding the present war. 
Study should be made to determine pos- 
sibilities for improving the company’s 


prewar position and provide outlets for 
additional production that may be pos- 
sible because of wartime expansion. This 
will necessitate not only comparison of 
the company’s individual standing, but 
will require industry-wide review to 
establish position and possibilities as re- 
lated to competitive concerns. 

To present a reasonable forecast of 
the company’s problem, analysis must 
be made in cooperation with the sales 
department to determine the business 
potential after VE-Day. Analysis of sales 
possibilities by an outside concern may 
be of material aid. This analysis should 
be made by customer and prospective 
customer and the best information pos- 
sible secured as to the individual custom- 
er’s future. Knowledge of the custom- 
er’s business is imperative, as he holds 
the key to your operations. He must be 
interested in your product—and, more, 
he must be willing to pay your price for 
it. 

When accurate forecast of potential 
postwar business has been ascertained, it 
will then become necessary to project 
costs as related to sales possibilities. The 


(Please turn to page 144) 











Some Observations in the 


Field of Accounting 


The business and social world has 
charged accounting with definite respon- 
sibilities—responsibilities’ as a tool of 
management, as an organized body of 
knowledge, as a social force, and as a pro- 
fessional and vocational outlet. The pur- 
pose of this paper is to discuss these re- 
sponsibilities and the manner and extent 
to which they are being discharged. 

As a tool of management, accounting is 
charged with the responsibility for record- 
ing, analyzing, and interpreting factual 
information pertaining to business trans- 
action, and for providing the mechanism 
for using such information in forecast- 
ing results of future operations. 

As a body of knowledge, it is charged 
with the responsibility for providing a 
set of basic principles that, when applied, 
will provide some degree of consistency 
and continuity. 

As a social force, it is charged with the 
responsibility for providing reports and 
statements of financial and operating in- 
formation that are simple, yet provide a 
true picture of the financial position of 
the business enterprise. 

As a professional and vocational outlet, 
accounting is charged with the respon- 
sibility for providing, or seeing that there 
are provided, adequate methods of in- 
struction and training so that well-trained 
accountants will always be available to 
carry forward and improve the technique, 
principles, and procedures of accounting 
in order to meet the needs of business. 


ACCOUNTING AS A TOOL OF 
MANAGEMENT 


Accounting has been variously described 
in literature as an art, as a profession, as 
a science, as a branch of statistics, and as 
a tool of management. There has been 
difference of opinion as to these charac- 
terizations, except possibly the last one. 
Accounting is today, and always has been 
a most important tool of management. It 
has aided business and industry by pro- 
viding the mechanism whereby factual in- 
formation concerning business transactions 
may be recorded, classified, summarized, 
and interpreted. 

To a certain degree, it has enabled man- 
agement to analyze and picture operating 
results of business, to check the effects of 
policies and plans, to establish trends in 
business, and to analyze its major prob- 
lems. With some degree of effectiveness 
it has enabled management to fix respon- 
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sibility for performance, to exercise con- 
trol through budgets and standards, to 
protect the properties of the business 
through systems of internal check, and to 
manage the affairs of business effectively 
and efficiently. To a large extent, the work 
of accountants has provided a basis for 
a report from management to owners, for 
determining fiscal and dividend policy, 
for granting credit, and for evaluating 
investments. 

But in my opinion, based on my per- 
sonal experience and observation, account- 
ing has not availed itself of its full op- 
portunities as a tool of management, nor 
has it attained the degree of proficiency 
of which it is capable. Accountants, like 
most other people, have a tendency to 
evaluate progress on the basis of what 
has been done. I believe it is more con- 
structive to measure our accomplishments 
not only by how far we have come, but 
also by how far we have yet to go. 

In what way has accounting failed as 
a tool of management? Accounting has 
undoubtedly provided the mechanism 
necessary for the daily recording of busi- 
ness transactions and has provided for 
the accumulation and classification of in- 
formation necessary for the preparation 
of reports to meet government and statu- 
tory requirements. In these respects it has 
met its obligations, but its principal func- 
tion, “a tool of management,” is being 
neglected. The function and purpose of 
accounting as a tool of management has 
changed considerably during recent years. 
Historical information is of limited value 
to operating management unless it can be 
used as a guide for the future. Account- 
ing has yet to provide a universal lan- 
guage for presenting operating and finan- 
cial figures so as to be useful to operating 
management. It has yet to provide the 
mechanism whereby the effect of future 


operations may be brought into perspec- 
tive and use. Inconsistency in the use of 
accounting terminology has added to the 
difficulties of management and has in 
many cases resulted in misinterpretation 
and confusion. If this obligation is met, 
accountants must be willing to make use 
of economic and statistical information 
and to forecast probable results of future 
operations. They must interest themselves 
in operating processes and obtain the op- 
erator’s point of view. Accountants must 
be trained in the preparation, interpreta- 
tion, and presentation of financial infor- 
mation for all purposes for which it is 
required. 

Why has accounting failed to measure 
up fully to its potentialities as a tool of 
management? The answer to this question 
may be attempted by referring first to the 
historical aspect of accounting and its 
early ancestor—bookkeeping, and to the 
lasting effect of the earlier critical attitude 
toward the art. The early bookkeeper has 
often been pictured as a dull, timid, un- 
imaginative, underpaid, spineless, tedious, 
but methodical recorder of figures. Aca- 
demic and professional people have con- 
sidered bookkeepers as inferior people. 
Because of a lack of understanding of the 
very nature of accounting and a lack of 
knowledge of the circumstances surround- 
ing the gradual development of a greater 
need for accounting information, some 
business executives have looked on book- 
keeping as a necessary evil, as unproduc- 
tive overhead, or as a burdensome nui- 
sance. As bookkeeping evolved into ac- 
counting in the middle of the nineteenth 
century, much of the stigma attached to 
the bookkeeper was carried over and in- 
herited by the accountant. As so aptly 
stated by Dr. H. R. Hatfield: 


“It is true that we ourselves speak of the 
science of accounts, or of the art of account- 





which these are being met. 


| trollership Foundation. 


REVIEW AND FORECAST | 


In this paper by Mr. Carroll, which he presented at the December 19 meet- 
ing of the Houston Control, there is a thoroughly-rounded discussion of “the | 
shape of things” in the accounting world today. Mr. Carroll, who is comp- | 
troller of Humble Oil & Refining Company, does not content himself, how- | 
ever, with a discussion of accountancy’s responsibilities and the manner in 
His concluding paragraphs about the impor- 
tance of better understanding and cooperation are of particular interest be- 
cause of the recent announcement concerning the establishment of the Con- 


— — ===> 


—THE EDITOR 

















cuss' 
hum 
dabk 
cent: 
sear 
sciet 
able 
deed 
v1 
ited 
univ 
the 
deve 
erat 


Tr 
man 
high 
com, 
pelle 
the k 
accot 
is ea 
busif 
ant | 
deve 
balat 
gest 
assist 
The 
one 
publ. 
achie 
sun. 
been 
ing f 
a see 
nevet 
could 
and 
ancec 
ply 
pense 
for « 
for tl 
often 
The 
or its 
supp! 
posec 
to do 
some 
fied k 
with 
ity to 
futur: 
never 
his re 
days 
count 
indus 
erally 
erer, 
torica 

Per 
poten 


causes 

* Ha 
Bookk ' 
April | 





tion 
ture 
lves 


nust 
eta- 
for- 
t is 


sure 
| of 
tion 
the 
its 











ing, even of the philosophy of accounts. But 
accounting is... unrecognized; its prod- 
ucts are displayed neither in the salon nor 
in the national academy; one finds it dis- 
cussed by neither realist nor idealist. The 
humanists look down upon us as beings who 
dabble in the sordid figures of dollars and 
cents instead of toying -with infinities and 
searching for the elusive soul of things; the 
scientists and technologists despise us as 
able only to record rather than to perform 
deeds. 


“The contempt for accounting is not lim- 
ited to university circles but is well-nigh 
universal. It is evidenced by ignorance of 
the subject, by condescension towards its 
devotees, by their exclusion from polite lit- 
erature.” 


The early accountant, considered by 
management as being little more than a 
high-grade clerk, developed an inferiority 
complex, and in many instances was com- 

elled by financial circumstances to do 
the boss’s bidding without regard to sound 
accounting procedures and principles. It 
is easy to see, from this earlier period of 
business development, how the account- 
ant grew to be the historian of business, 
developing only an exactness for figure 
balance. He was seldom so bold as to sug- 
gest how these figures might be used to 
assist management in its future operations. 
The early industrial accountant had no 
one to sponsor his cause. Auditors and 
public accountants did little to help him 
achieve a higher place in the business 
sun. The professional auditor has always 
been conservative and too fearful of be- 
ing found in error. He considered himself 
a seeker after the facts of the past but 
never a prophet of the future. How, then, 
could an accountant, trained to be exact 
and to see that the books always bal- 
anced, be so brazen as to attempt to sup- 
ply information as to future sales, ex- 
penses, and dollar results? It was all right 
for operating people to make estimates 
for the future and be wrong, perhaps as 
often as right, but not the accountant. 
The company’s statistician, its engineer, 
or its officers could prepare a budget or 
supply a table of estimates based on pro- 
posed operations, but for the accountant 
to do these things was unthought of. In 
some cases the accountant was best quali- 
fied by virtue of his intimate acquaintance 
with past facts and by virtue of his capac- 
ity to interpret these facts in the light of 
future policy. This type of work was 
nevertheless considered to be outside of 
his responsibilities. So it was in the early 
days that the attitude of the public ac- 
countant became also the attitude of the 
industrial accountant, and he was gen- 
erally relegated to the position of a gath- 
erer, an arranger, and an auditor of his- 
torical figures. 

Perhaps the failure to make use of his 
potentialities resulted from two further 
Causes: improper and inadequate training 


* Hatfield, H. R.,-""An Historical Defense of 
Bookkeeping,’ The Journal of Accountancy, 
April 1924, p. 241. 
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in accounting principles and procedures, 
and lack of experience in operating activi- 
ties. The early bookkeeper secured a little 
training in business college, where he 
learned to enter transactions in a practice 
set just as these transactions were written 
in a prepared pro forma set. He knew 
only the ow; he seldom learned the why. 
The youngster who started fresh out of 
school as a clerk in a big accounting of- 
fice was not given much opportunity to 
develop the why. He was given a job to 
do, instructed how to do it, and given 
“Hail Columbia’ if his work failed to fit 
in with that of the numerous other clerks. 
The over-all picture and the part he 
played was seldom, if ever, explained to 
him. He was never able to place himself 
and his job in their true perspective and 
to visualize the important part he played 
in the whole scheme. Accounting execu- 
tives, themselves, are responsible for such 
unfortunate conditions. 

It is surprising to observe how slow the 
universities and colleges of America were 
to establish schools of business as com- 
pared with other fields of learning. The 
Wharton School of Finance was estab- 
lished in 1881 and was the first to offer 
courses in business. No other school of 
this type was founded before 1898. At the 
end of the year 1900, only seven uni- 
versities in the United States were giving 
business training courses. Some significant 
statements were made by educators when 
the establishment of business schools was 
under consideration. An early teacher, in 
discussing papers presented at a meeting 
of the Michigan Political Science Associa- 
tion in 1903, made this statement: 


“What is the difference between bookkeep- 
ing and higher accounting? It is true that 
while bookkeeping was formerly held in 
poor repute, no one was familiar with the 
subject and it was denied that it had a place 
in the college curriculum. I am told that 
there are college professors not over a thou- 


-sand miles from here who would not admit 


bookkeeping into their curriculum unless 
over their dead bodies.’” 


He states further: 


“What is the difference? I do not know. 
I am teaching ‘accounting’ myself and I can 
say freely that I don’t know what it is and 
I don’t know where to place it.’” 


Joseph French Johnson, a dean of New 
York University, made the following 
statement, which was recorded in proceed- 
ings of the American Association of Pub- 
lic Accountants in 1910: 


“Most of you know that many universities 
in the United States are now teaching or try- 
ing to teach accountancy. One of the reasons 
why I can only say that the universities are 
‘trying to teach’ accountancy is that few men 
are trained to be teachers . . . and univer- 
sities have found it an almost impossible task 
in the past 10 years to find men who can 


? Lockwood, Jeremiah, “Early University Ed- 
ucation in Accountancy,’ The Accounting Re- 
view, June 1938, p. 134. 

* Ibid. 
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teach accounting. Those who knew it, 
couldn’t teach, and those who could teach 
didn’t know it.’* 


In a letter from Dr. H. R. Hatfield to 
a friend regarding the teaching of ac- 
counting in the University of Illinois, he 
stated: 

“The beginnings were feeble. I think you 
can ignore the courses in 1898-1910. I re- 
turned to the University in April, 1901 from 
a six months’ leave, during which I went to 
Europe to see what the College of Commerce 
in France and Germany were doing. As a re- 
sult I offered Accounting on my return and 
continued to give the course until I left Chi- 
cago for California in January, 1904... . 
We used no text book. The class was small. 
I followed largely the earlier writings of 
Professor J. F. Schar.’* 


The dates of the establishment of busi- 
ness schools in the South and Southwest 
are also significant in our consideration 
of the availability of educational facili- 
ties. The University of Texas offered 
courses in business as early as 1912, but a 
separate school of business was not estab- 
lished until 1922. Business courses were 
offered at T.C.U., S.M.U., and A. and M. 
College of Texas in the early twenties. 
Rice Institute offered a six-hour course in 
business administration in 1919. Louisi- 
ana State University school of business 
was established in 1928 and Tulane in 
1914. Is it any wonder, then, that ac- 
countants were inadequately and improp- 
erly trained in the earlier stages of busi- 
ness development in this country, par- 
ticularly in the South and Southwest ? 

Business executives have failed to rec- 
ognize that the accounting staff needs to 
know more of the nature and details of 
the operation of business if it is to func- 
tion properly. Occasionally an employee 
has been transferred from an operating 
department to the accounting office be- 
cause of an injury which made him of no 
further use in the operating department, 
but the idea of transferring an able- 
bodied, intelligent, and experienced man 
to accounting in order to improve the 
work of the accounting department was 
unthinkable. To spend money training 
operating men and then to place them in 
accounting departments was considered 
to be sheer nonsense. 

In spite of these and many other handi- 
caps, many enthusiastic and conscientious 
young men succeeded through sheer nerve 
and outside study in bringing accounting 
to the attention of management, showing 
how it could serve in more effective plan- 
ning and in more successful operation. 
These men had a broader concept of their 
responsibilities and appreciated fully their 
opportunities in business. They were not 
content to be only business historians. 
They were willing to make use of oper- 
ating, economic, and statistical informa- 
tion to budget and forecast probable re- 
sults of future operations. They interested 


* Ibid. 
5 Ibid., p. 138 
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themselves in operating processes and ob- 
tained the operator’s point of view. They 
no longer prepared, in orthodox form, 
statements of financial and operating in- 
formation and presented them to manage- 
ment without regard to a helpful inter- 
pretation. They attempted to understand 
the approach of operating executives, to 
interpret accounting and statistical infor- 
mation, and to present it in terms of the 
operator's point of view. To these men 
we must give credit for a large share of 
whatever accomplishments have been 
made in accounting as a tool of manage- 
ment, and for establishing and placing 
the work of the controller on a level with 
that of operating departments of business. 

There is much to be done. Each in- 
ternal accountant must become aware of 
his potential usefulness beyond that of 
being a mere recorder of past financial 
facts. He must realize that his respon- 
sibility as an accountant is equal to that 
of the public accountant. He must see 
that his work is professional, and his old 
inferiority complex must be shed for a 
new coat. of self-confidence and sense of 
importance of his work to the entire busi- 
ness world of which he is an integral part. 
He must by all means be allowed to se- 
cure contact and experience with pur- 
chasing, manufacturing, transportation, 
selling, personnel, and other operating 
phases of industry. Only when he under- 
stands and appreciates the numerous activ- 
ities of the business is he able to organize 
and conduct his work so as to maximize 
its usefulness. 


ACCOUNTING AS AN ORGANIZED BoDy 
OF KNOWLEDGE 


Accounting is an organized body of 
knowledge, and as such rests on an or- 
ganized body of principles. It must there- 
fore provide a set of basic principles that, 
when applied, will provide some degree 
of consistency and continuity. 

A brief historical background is im- 
portant in the development of this topic. 
Bookkeeping had its beginning early in 
the world’s history. The Babylonian ruins 
revealed that as early as 2600 B.C. records 
of financial transactions had been made 
on tablets of clay. Double entry book- 
keeping was probably developed around 
1000 A.D. It was in common use in 
Genoa in 1300 and in Venice in 1400 
A.D. It is significant that double entry 
bookkeeping was a product of the middle 
ages and that its development coincided 
with the expansion of commerce follow- 
ing the Crusades. The technique devel- 
oped prior to 1300 A.D. apparently met 
requirements of business for many hun- 
dreds of years. The extraordinary expan- 
sion of business during the latter part of 
the eighteenth century gave greater sig- 
nificance to bookkeeping and promoted 
its evolution into accounting. This period 
witnessed an improvement in the tech- 
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nique and the expansion of bookkeeping 
records. During the latter part of the 
nineteenth century, the universities seri- 
ously undertook to provide instructions in 
accounting—a subject which had long 
been held in academic disrepute. 

Increased complications in business, 
the relationship of the owner's private 
affairs to the owner’s business, the neces- 
sity for distinguishing between assets and 
expenses, and the classification and group- 
ing of accounts presented problems that 
provoked discussion and the development 
of reasons for certain bookkeeping proce- 
dures. Thus the birth of accounting the- 
ory. We had known how to keep books, 
but we had given little consideration to 
the reasons for our methods. The corpo- 
rate problem of correct profit determina- 
tion in order to avoid the payment of 
dividends out of capital has contributed 
greatly to the development of accounting 
theory. 

The next development of note was that 
of cost accounting, which needed the soil 
of industrial development to give it birth. 
Cost problems were the result of the fac- 
tory system. The volume of detailed work 
in cost determination during the past forty 
years has been an important factor in the 
development of mechanized accounting. 
Old methods rapidly became ineffective 
and inadequate. Earlier concepts changed 
New conditions generated modern think- 
ing and initiated new methods. Mr. A. C. 
Littleton has well stated that: 


“Accounting originated in known circum- 
stances in response to known needs; it has 
evolved and grown in harmony with its sur- 
roundings; its changes can be explained in 
terms of forces current at the time... . It 
came from definite causes; it moves toward a 
definite destiny.’”* 


Accounting, then, is relative and progres- 
sive; it is a product of experience, a prod- 
uct of economic and social trends. 

The passage of the Securities Act of 
1933 and the Securities Exchange Act of 
1934, with their administrative provisions, 
has had a profound influence on public 
and private accounting. The provisions 
requiring the certification of financial 
data by independent public accountants 
changed somewhat the concept of the 
duties and responsibilities of auditors. 
Public accountants had for many years 
recognized that they had a certain respon- 
sibility to the public, but these laws ex- 
panded and defined their responsibilities 
in more definite terms. As a result of its 
acceptance of this increased responsibility, 
auditing has increased in importance in 
the public mind, and the growth of the 
profession has been materially stimulated. 

The administration of these laws has 
led corporate accountants to assume a 
broader and more comprehensive view- 
point of accounting principles and their 


* Littleton, A. C., Accounting Evolution to 
1900, New York, American Institute Publish- 
ing Co., Inc., 1933, p. 362. 





application in the expansion and prepara- 
tion of financial statements. There is no 
longer the degree of conflict between the 
public accountant and the corporate ac- 
countant that had previously existed in 
many instances. Their joint responsibility 
should be an important factor in the fur- 
ther development of accounting. 

The formation and growth of account- 
ing organizations and societies is also sig- 
nificant. The first accounting society of 
any consequence organized in America 
was the American Association of Public 
Accountants, founded in 1887. In 1892 
a School of Accountants was formed, 
with power to confer degrees under the 
jurisdiction of the regents of the Uni- 
versity of the State of New York, but it 
proved a failure. There was rapid de- 
velopment in other states along these 
lines, and in 1902 the societies were 
united in a federation which- was later 
merged with the American Association of 
Public Accountants. With the hope for 
more centralized control over various state 
societies, the American Institute of Ac- 
countants was organized in 1916. During 
the ten years following 1917, the mem- 
bership of The Institute more than dou- 
bled, and the circulation of its official 
publication, The Journal of Accountancy, 
more than tripled. As late as 1921, the 
American Society of Certified Public Ac- 
countants was formed, and it has devoted 
its energies toward the development of 
state societies. In December 1932, the 
New York State Society of Public Ac- 
countants started a movement toward a 
merger of the American Institute and 
this society. This was finally effected in 
1936. In 1943 there were 24,000 Certi- 
fied Public Accountants in the United 
States, about thirty-two per cent. of whom 
were members of the American Institute 
of Accountants. 

The societies and organizations already 
mentioned were concerned principally 
with the advancement of accounting as a 
profession. The industrial accountant had 
no organization to champion his cause 
until 1919, when the National Associa- 
tion of Cost Accountants was organized. 
This organization has probably contrib- 
uted more than any other toward the de- 
velopment of industrial accounting. Its 
membership now totals 13,000, with 
members in Canada, Great Britain, France, 
Austria, China, Central America, and Aus- 
tralia. 

In view of the development of account- 
ing in relation to the development of 
business, the organization and growth of 
accounting societies, the acceptance of the 
work of industrial accountants, and the 
acceptance of public accounting as a pfo- 
fession, it is disappointing that there still 
exists a lack of real consistency in the 
field of accounting. After about 2,000 
years of bookkeeping and accounting prac- 
tice and about 200 years in the develop- 
ment of accounting theory and refinement 
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in technique, some of our simplest ac- 
counting problems remain unsolved. In 
spite of the unprecedented development 
in accounting during the last fifty years, 
accounting language is not clearly under- 
stood by accountants and laymen alike, 
and accounting principles are subject to 
considerable controversy and disagree- 
ment. 

Many corporation statements have been 
published that cannot be intelligently in- 
terpreted without extensive supplemental 
information, because they are not based 
on uniform accounting principles that can 
be understood by persons moderately ex- 

rienced in business and finance. It is 
admitted that all types of business can- 
not follow uniform accounting rules and 
procedures, and consequently uniform 
financial statements should not be ex- 

cted. But if accounting is an organized 
body of knowledge, uniform accounting 
rinciples, with some exceptions, should 
be well developed and used by all types 
of business enterprises, and each type of 
business should adopt uniform rules and 
practices that will assure uniform applica- 
tion of the principles within each indus- 
try. Webster’s New International Dic- 
tionary defines “principle” as ‘a funda- 
mental truth; a comprehensive law or 
doctrine, from which others are derived, 
or on which others are founded.” It 
would seem to me that the rules, prac- 
tices, and procedures which might be de- 
rived from or founded on basic princi- 
ples may be used to give effect to the prin- 
ciples. At present there are some basic 
principles and rules based on these prin- 
ciples which are universally accepted and 
followed, but many others are not. For 
instance, the policy or rule of expensing 
the cost of drilling producing oil wells 
is considered an accepted accounting 
practice, although it is generally agreed 
that capitalizing such costs and amortiz- 
ing them over the life of the property is 
pteferable. There are many other princi- 
ples which are no more fully developed 
nor universally accepted; yet, it is still 
maintained that accounting rests on a 
body of generally accepted principles. 

Howard C. Greer, writing on the sub- 
ject “What Are Accepted Principles of 
Accounting ?”’ quotes Carmen G. Blough, 
one time Chief Accountant of the Securi- 
ties and Exchange Commission, as saying: 


“An examination of hundreds of statements 
filed with our Commission almost leads one 
to the conclusion that aside from the simple 
tules of double-entry bookkeeping, there are 
very few principles of accounting upon which 

e accountants in this country are in agree- 
ment.”” 


Mr. Greer then adds: 


“There is something incongruous about 
the outpouring of thousands of accountants’ 
certificates which refer to accepted account- 





"Greer, Howard C., “What Are Accepted 
Principles of Accounting?” The Accounting Re- 
view, March 1938, p. 25. 
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ing principles, and a situation in which no 
one can discover or state what those accepted 
accounting principles are.’”* 


Gilbert R. Byrne of New York, in an 
essay written in 1937, pertaining to ac- 
counting principles, makes this significant 
statement: 


“There seems to be no good reason why 
the experience of the accounting profession 
to date should not be reflected in a state- 
ment of accounting rules, soundly based on 
fundamental accounting principles, provided 
it is recognized that such rules have validity 
in a particular case only if and to the extent 
that they correctly reflect the underlying 
principle. The choice between one or more 
rules or between methods of applying the 
rule selected, must always rest upon the skill, 
experience, and informed judgment of the 
accountant. It has been well said that these 
are qualities which are not insured by rules 
and regulations.” 


The first sentence of this quotation is a 
sound statement. It is basic and funda- 
mental. We agree that “accounting rules” 
should be based on fundamental account- 
ing principles and that rules have validity 
only if and to the extent that they con- 
form to these underlying principles. But 
the thing that troubles me is, where and 
what are these fundamental accounting 
principles? What does the accountant 
have in mind when he states in his cer- 
tificate that accounts have been kept in 
accordance with generally accepted ac- 
counting principles? Is it not possible that 
in the absence of a statement of account- 
ing principles the accountant might be 
influenced by immediate circumstances, 
and acting on his experience and judg- 
ment, might violate some sound princi- 
ple? I agree that skill, experience, and 
informed judgment are qualities not in- 
sured by rules and regulations, but are 
not rules and regulations also important 
where skill and experience may be lim- 
ited, and judgment not so well informed ? 
Of course, if accountants were infallible 
and if their judgment were good under all 
circumstances and conditions, then pos- 
sibly their skill, experience, and informed 
judgment would be all that we could ask. 
If everyone were good, if every member 
of society respected the rights of others, 
then there would be no necessity for laws 
and statutes to protect those rights. It 
would seem to me that when we depend 
solely on the good judgment of individ- 
uals rather than on principles, we remove 
the all-important ‘checks and balances” 
so essential in any human action. 

In 1935, a committee of the American 
Institute of Accountants was engaged to 
prepare a statement of accounting prin- 
ciples to which the professional account- 
ants might subscribe. The committee made 
its report in 1938, including what ap- 


8 Tbid. 

° Byrne, Gilbert R., "To What Extent Can 
the Practice of Accounting Be Reduced to Rules 
and Standards?” The American Institute of Ac- 
countants, Fiftieth Anniversary Celebration, 
1937, p. 251. 
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peared to be a body of accepted principles. 
This statement has been discussed in a 


number of publications since that time. 
But so far as I have been able to determine, 
no acceptable statement of principles has 
been generally recognized. The American 
Accounting Association, whose member- 
ship is made up primarily of academic 
accountants, has also published a brief 
statement of accounting principles, but no 
general acceptance has resulted. 

Accounting literature indicates that 
there are two schools of thought on this 
subject, representing two extremes. The 
public accountant insists that the best re- 
sults can be obtained if he is not re- 
stricted by a statement of principles but is 
free to use his own judgment, while the 
academician favors the adoption of a 
statement of accounting principles. Ac- 
counting literature also indicates that there 
is much disagreement and confusion even 
as to the meaning of “accounting prin- 
ciples.’ Some accountants view them as 
being the rules, procedures, and methods 
of accounting. Others view accounting 
principles as broad concepts, as funda- 
mental truths on which rules, procedures, 
methods, and conventions are based, or 
from which they are derived. This situa- 
tion is unfortunate. There should be some 
agreement as to the foundation on which 
accounting rests. 

By urging that a statement of account- 
ing principles be adopted and that all tea- 
sonable steps be taken to secure its ac- 
ceptance, I do not suggest that these prin- 
ciples can be fixed permanently, nor do I 
propose that the rules developed from 
them can be made inflexible. Certain prin- 
ciples may become inoperative because of 
changing business conditions. New prin- 
ciples may be evolved or discovered, and 
new rules, methods, and procedures de- 
rived therefrom can be made to meet new 
requirements. Accounting is relative and 
progressive. Changes and new concepts in 
the field of accounting go hand in hand 
with changes in business and social life. 


ACCOUNTING AS A SOCIAL FORCE 


For the sake of emphasis, let us repeat 
that, as a social force, accounting is 
charged with the responsibility for pro- 
viding reports and statements that are 
simple, yet provide a true picture of the 
financial position of the reporting com- 
pany. * 

Fifty years ago most business activity 
in the United States was conducted by 
privately owned enterprises. The nature 
and scope of operations and the financial 
results of such enterprises were secret in- 
formation. There was no income tax law, 
and the Government itself had no means 
of obtaining this information from indus- 
try. Only railroads and other public utili- 
ties that were supervised by the Govern- 
ment published, or made available for 
public inspection, financial and other in- 
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formation. Now the whole atmosphere is 
changed. Due to the severance of owner- 
ship from management, the interest of 
labor, and the interest of the public gen- 
erally in the economic stability of business 
enterprise which serves society, business 
has become more or less a public trust. 

The transition from private to public 

ownership of industry has resulted in the 
necessity for industrial organizations to 
assume a much greater degree of respon- 
sibility to society. One of these respon- 
sibilities is the distribution to the worker, 
the owners, and the public generally, of 
intelligible information relative to the na- 
ture of the operation of each enterprise. 
The Securities Act of 1933 and the Se- 
curities Exchange Act of 1934 now re- 
quire that most large corporations dissem- 
inate this and other information to the 
public. Industry as a whole is straight- 
forward in its dealing with the investor 
public, the worker, and the Government. 
The accountant must realize that tradi- 
tional accounting terminology and finan- 
cial statements are inadequate to convey 
to the general public the information that 
industry might want to convey. Account- 
ing is charged with the responsibility for 
simplifying the terminology used in finan- 
cial statements and for providing the 
methods of presentation of financial in- 
formation. The traditional or orthodox 
form of financial statement is not ade- 
quate. The lack of agreement as to ac- 
counting principles applicable to specific 
cases makes uniform and intelligent re- 
porting impossible. As an illustration, the 
term ‘‘net income,’ as used in the case 
of corporate enterprise, cannot be relied 
on as indicating the realized increment 
from business operations. This is because 
accountants cannot agree on the treatment 
of such items as (1) loss on sale of real 
estate, (2) depreciation on fixed assets 
applicable to prior years, (3) write-down 
on abandoned plant, (4) unamortized dis- 
count on bonds redeemed, and (5) amor- 
tization of good will. Accountants should 
be able to arrive at the same conclusion in 
the determination of net income, thus 
avoiding the confusion and misunder- 
standing that now exists. Another exam- 
ple is the difference of opinion as to what 
constitutes assets—a difference of opinion 
as to whether or not this item or that 
item should be reflected as an asset of the 
business. For instance, should treasury 
stock be treated as ap asset, or should it 
be deducted from net worth? There 
should be some agreement on_ these 
points. 

As to terminology, the term “reserves” 
as used in accounting does not have the 
same meaning as when used for any other 
purpose. Does the layman understand the 
difference? Webster defines “reserve’’ as 
“that which is reserved; a store; a stock; 
an extra supply.” The term “surplus” is 
another illustration of accounting lan- 
guage which is usually misunderstood. 
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“Surplus” is defined as “that which re- 
mains when use or need is satisfied; the 
excess; the overplus.” The subject of sur- 
plus is so confused that even the experts 
have not agreed on its meaning and sig- 
nificance, particularly when the word is 
coupled with amplifying or limiting ad- 
jectives. As a case in point, observe the 
October 1944 issue of The Journal of 
Accountancy in which Col. Robert H. 
Montgomery is concerned about the 
phrase “capital surplus,” a term used al- 
most universally in accounting statements. 
He wishes to withdraw the word from the 
accountant’s vocabulary as being meaning- 
less and “mongrel.” If such words are 
bereft of meaning to the practitioner, one 
can imagine how befuddled the layman 
must get from attempting to unscramble 
them. Another example is the term “total 
assets” as used on the balance sheet. It 
does not have the same meaning as when 
used in business circles generally. To most 
business men the “total assets’ of a cor- 
poration means the commercial value of 
things and rights owned. We all know 
that the orthodox balance sheet seldom 
shows this information. 

Since business has become a_ public 
trust, the public generally, including em- 
ployees and owners of business, is inter- 
ested in the stability of the business units 
in the community and should be informed 
as to the true financial position of each 
unit. In reporting the conditions and 
progress of business, accounting has failed 
to tell the whole story, which is so essen- 
tial for the development of understand- 
ing and mutual trust among these inter- 
ested groups. 


ACCOUNTING AS A PROFESSIONAL AND 
VOCATIONAL OUTLET 


My observation from reviewing uni- 
versity bulletins, conferring with account- 
ing professors, and interviewing college 
graduates is that the schools and colleges 
of business in this country have made 
almost unbelievable progress in the teach- 
ing of accounting during the past twenty- 
five to thirty-five years. The trend of 
most teaching appears to be toward train- 
ing the student for professional account- 
ing, and after four or more years the ac- 
counting major is turned out with the 
professional point of view. By profes- 
sional accounting I do not mean neces- 
sarily public accounting, but the putting 
into practice of an organized body of ac- 
counting knowledge and related subjects. 
Thus these young people are coming out 
of college imbued with the idea that they 
will soon be practicing the financial ac- 
counting principles which they learned in 
the classroom and that they will occupy a 
position in business comparable to that of 
the young engineer, doctor, or lawyer 
who is just getting his start in life. How 
shocked they are when they discover that 
they, as accounting employees, are re- 





garded as junior clerks, while their col. 
lege colleagues in chemistry, physics, and 
engineering are permitted, under proper 
supervision, to use their techniques and 
are classified as technical people. 

Who is at fault in all this confusion 
and misunderstanding? Have the schools 
erred in their curriculum construction 
and point of view? Has industry been 
asleep to the potentialities of these well. 
trained young people and wasted them on 
minor clerical jobs? Or is the subject of 
accounting so thin in content and basic 
training as not to merit consideration for 
its devotees? No doubt the schools can 
be blamed for promising too much; for 
failing to secure teachers with sufficient 
business experience; for providing a cur- 
riculum loaded with too much theory and 
too much training for the C.P.A. exami- 
nation and with too little attention to 
practical accounting procedures,  tech- 
niques, and managerial uses. 

On the other hand, too frequently the 
controller has been derelict in permitting 
the emplopment office to fill his account- 
ing staff with inferior people and in not 
capitalizing on those staff assistants whose 
training and future usefulness may merit 
special consideration. As a positive meas- 
ure, the following is suggested as a means 
of developing key men for accounting 
positions: 


1. Select a limited number of young col- 
lege men whose record, training and 
personal attributes give evidence of 
future growth and development. 

2. Select also young men in the organi- 
zation, not college graduates, whose 
company record justifies special con- 
sideration. 

3. Organize a special accountants trainee 
program with known objectives and 4 
definite goal. 

4. Include in this program actual contact 
by the trainees with all or many of the 
operating functions of the business. 

5. Include a period of training on the in- 
ternal audit staff or other division 
which accountingwise touches most of 
the business. 

6. Throughout all of this training period, 
require reports from the trainees and 
from the various members of the train- 
ing group. 

Those individuals who complete this 
work will then be ready for distribution 
to the various positions in the organiza- 
tion which more nearly suit their respec- 
tive abilities and future growth. By this 
means it is believed that the company will 
be assured of having a group of potential 
accounting experts; operating executives 
will feel more kindly disposed to the ac- 
counting group; and management will 
have met its responsibility to the young 
college man who now too frequently 
claims he has never had a fair chance. 
All in all, it should raise the standing 
and standards of accounting and tend to 
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make even internal accounting truly pro- 
fessional and on a par with comparable 
work in operating departments. 


RESEARCH IN ACCOUNTING 


Several of the accounting organizations, 
sensing the need for a statement of ac- 
counting principles which could be uni- 
versally acknowledged and followed, have 
set up research committees and research 
councils. Foremost among such account- 
ing groups have been the American In- 
stitute of Accountants, the American Ac- 
counting Association, and the National 
Association of Cost Accountants. Of 
these, perhaps The Institute’s Committee 
on Accounting Procedure has been the 
most productive, with its twenty-two bul- 
letins, six of which are on terminology. 
Numerous releases from the office of the 
chief accountant of the Securities and Ex- 
change Commission have had a bearing 
in shaping accounting principles. Nu- 
merous articles and texts presenting widely 
diversified views have been produced, 
principally by teachers and professional 
accountants. 

In the main, the industrial accountants, 
and particularly the controllers, appear 
to have had little time or inclination to 
tackle the problem of basic accounting 
principles. Many of these internal account- 
ants have prepared, or have had prepared 
for them, statements of accounting poli- 
cies and practices which apply to their 
respective companies. A review of some 
of these accounting policy manuals reveals 
a lamentable lack of consistency in the 
application of basic principles, or even 
of principles applicable to a single indus- 
try. 

Has the thought ever struck you, as it 
has me, that the industrial accountants 
are the ones really at fault in failing to 
demand and secure a statement of basic 
and underlying accounting principles on 
which to base their accounting policies 
and practices? Too frequently we have 
been willing to stand back and let the 
theorist, the academician, the public prac- 
titioner, or the Government assume the 
tesponsibility for setting accounting 
standards applicable to our respective busi- 
nesses. Even though management, through 
its accounting officers, is definitely respon- 
sible for accounting and financial repre- 
sentations, we are still content to stand 
idly by and see principles prescribed for 
our uses by the university professors and 
the public accountants, without even hav- 
ing a small part in this preparation. 
Neither the professor nor the public ac- 
countant, both of whom have made great 
contributions to the cause, can possibly 
have our perspective, since neither of 
them is required to take the responsibil- 
ity for actual preparation and dissemina- 
tion of financial and operating informa- 
tion to the public, the Government, the 
stockholders, and the employees. Is it 
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not possible that the writings of the theo- 
rist are colored by lack of actual contact 
with business facts as well as a desire for 
perfection in principles which we know 
are practically unobtainable? Is it not 
also possible that the public accountants, 
in considering the desirability of a state- 
ment of accounting principles, are moti- 
vated first and foremost by the effect such 
a statement would have on the impor- 
tance of their profession? Human nature 
is a great impelling force in the lives of 
men and should not be ignored. 


A NATIONAL COMMITTEE ON 
ACCOUNTING 


After reviewing the responsibilities 
charged to accounting and the extent and 
manner in which these charges have been 
met, I am firmly convinced that we in- 
dustrial and commercial accountants 
have not met fully our obligation to man- 
agement or to the public, nor have we 
done much to make accounting scientific 
or even a satisfactory body of organized 
knowledge. This is because we have not 
used our influence toward establishing a 
real body of accounting principles and 
terminology acceptable and understand- 
able to accountant and layman alike. 

What, you may ask, can we as control- 
lers do to bring our influence to bear on 
the problem? One answer might be to 
form a research council of the Control- 
lers Institute of America, comparable to 
that of the American Institute of Account- 
ants. This would perhaps be of some 
worth and result in substantial improve- 
ment. There appear, however, to be too 
many of these research groups already, 
working separately and apart from each 
other. In order to merge the thought, ex- 
perience, and judgment of all groups hav- 
ing an interest in accounting, I propose, 
therefore, that: 


1. A national committee on accounting 
be organized, consisting of twenty-one 
members, three to be selected from 
each of the following organizations: 

Controllers Institute of America 
American Institute of Accountants 
American Accounting Association 
National Association of Cost Ac- 
countants 
Institute of Internal Auditors 
American Economic Association 
National Association of Credit Men 


2. An executive committee of the national 
committee, consisting of seven mem- 
bers, one representative from each of 
the above organizations, be set up to 
function for the larger committee; 

3. The executive committee of the na- 
tional committee appoint a director of 
research and supply a staff sufficient 
to provide: 

a. A statement of accounting princi- 
ples which, when passed on affirm- 
atively by the national committee, 
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can in fact be called a statement of 
accepted principles of accounting; 

b. A bulletin on accounting terminol- 
ogy and definitions; and 

c. Other publications devoted to im- 
provements in accounting  state- 
ments, techniques, procedures, and 
such, which the research staff may 
be called on to prepare. 


It is realized that all problems and 
shortcomings which I have discussed can- 
not be solved by a national organization. 
It cannot fulfill each accountant’s respon- 
sibility to provide management with in- 
formation that can serve as a reliable 
basis for executive decisions, nor can it 
supply the individual accountant with the 
ability to provide such information. But 
a national organization can bring about a 
better understanding and more coopera- 
tion between the public accountant and 
the industrial accountant in meeting these 
responsibilities. It can provide means that 
will assist accounting organizations to de- 
velop for themselves standards and im- 
proved methods and procedures in the 
presentation of financial and operating in- 
formation. 


Public Debt Is Now $4,200. 
For Each “Employable” 


The Byrd economy committee reported in 
mid-December, 1944, that federal appropria- 
tions or authorizations totalling 87 billion 509 
million dollars remained unobligated as of 
October 1. Including obligated funds, the 
committee said 151 billion 233 million was 
available for expenditure. 

The committee cautioned that the 8714 bil- 
lion figure did not include deficiency and sup- 
plemental appropriations which will be made 
during the remainder of the current fiscal year. 
The report predicted these would increase the 
unobligated balance ‘‘considerably.” 

The war department had 49 billion 319 
million available during the year to end June 
30, 1945, of which 8 billion 266 million had 
been obligated through September. Comparable 
figures for the navy were 32 billion 43 million 
and 5 billion 340 million. 

Advanced copies of the report carried the 
recommendation that congress within six 
months after the end of the war against either 
Germany or Japan provide legislation cancell- 
ing out all “unnecessary unobligated balances.” 

Before the report went to the Senate, how- 
ever, this recommendation was revised to re- 
quire the bureau of the budget to submit a re- 
port to congress. 

This report would show “the condition of 
the balances of appropriations and contract 
authorization at any time prior to, but not 
later than six months after, the conclusion of 
the European and Japanese wars and that con- 
gress consider unexpended balances then cur- 
rent and provide legislation to lapse or cancel 
out all unnecessary balances.” 

The report said the public debt stood at 
$214,077,915,000 on Nov. 29, 1944 and ob- 
served: 

“The measure of the public debt may be 
more fully realized in the fact that it will 
mean a per capita debt equivalent to $1,800 
for every man, woman, and child in the United 
States—or to state it in terms of labor force, 
it will mean a per capita debt equivalent to 
approximately $4,200 for each employable per- 
son. 











Increasing the Controller's 


Usefulness to Top Management 


For about twenty years prior to this 
war, the position of controller had in- 
creased steadily in usefulness to top 
management, with a resulting growth in 
standing for the controller as a corpora- 
tion officer. 

But just before the war there was a 
reversal in this trend. Since then the 
controller’s usefulness to top manage- 
ment has declined sharply. This reversal 
in trend has come about too recently 
for the position to lose much of its 
prestige, but the result is inevitable un- 
less controllers act promptly to reestab- 
lish the uptrend in their usefulness to 
top management. 

The controller cannot be fully ef- 
fective in reestablishing his increasing 
usefulness to top management unless he 
knows the causes of this reversal in 
trend. Then he can take positive action 
accordingly. 

It should be recognized that the con- 
troller’s position has not declined in 
usefulness to the corporation—only in 
usefulness to top management. The up- 
ward trend in usefulness to the business 
as a whole has continued—only service 
to top management has suffered. 


CAUSES OF REVERSAL 


Here are three principal causes for this 
deterioration: 


1. Many controllers have sought and 
acquired too many responsibilities. 

2. Governmental and wartime regula- 
tions, taxes, and other increasing com- 
plexities of business have overburdened 
controllers with many new duties, some of 
which are of major importance, but all of 
which load him with more activities to ad- 
minister. 

3. Many controllers have lost sight of 
their most important and interesting re- 
sponsibility: providing service to top 
management by helping the chief execu- 
tive and the executives in charge of sales, 
manufacturing, engineering, finance, and 
personnel relations to increase the effec- 
tiveness and decrease the cost of the activ- 
ities under their direction. 


Let us look briefly into each of these 
three developments and then decide on 
a concrete program that controllers 
may adopt for making their depart- 
ments of maximum usefulness to top 
Management. 


By Marvin Bower 


(1) Over-expanded Authority 

The controller holds one of the new- 
est corporate positions—probably in 
most corporations only the position of 
director of personnel relations is newer. 
In his struggle for recognition and au- 
thority, the controller in many com- 
panies has overreached himself. 

These controllers have been anxious 
to bring into their departments as many 
as possible of routine and clerical activ- 
ities in any way related to accounting 
and office routines. Actually, many of 
these duties could be just as readily 
performed by the treasurer or some 
other executive, leaving the controller 
freer to do his analytical work. In some 
cases controllers have even gone so far 
as to take over direct line authority of 
plant activities such as time-study and 
setting standards. 

Any assertion of authority is likely 
to overreach itself. Any individual seek- 
ing to establish his position and gain 
recognition is likely to carry the process 
too far. By now, controllership as a 
corporate position is well established. 
To an increasing extent, controllers sit 
on boards of directors and hold offices 
in the corporation. Certainly they do 
not need to supervise a large number of 
people in order to have standing. 


(2) Supervision of Regulations 

Most controllers today are utterly 
swamped as a result of the growth of 
governmental regulation. This trend, 
which started well before the war, has 
been vastly accelerated during the war. 

Social Security routines, wage and 
salary stabilization filings, war bond 
payroll deductions, government ques- 
tionnaires, contract termination proce- 


dures, income tax problems—these are 
only part of the burden with which the 
controller must struggle. 

In recent years much of the time, en. 
ergy, and attention of the controller 
have been consumed with organizing to 
handle these new activities. Then he 
has been so busy keeping ahead of the 
deluge that he has had little time re. 
maining to furnish service to top man- 
agement. These are important activ. 
ities, and they must be kept up with. 
Service to top management can be more 
readily put off. Consequently, these 
day-to-day activities get the attention, 
and service to top management suffers. 

In one aircraft company, for example, 
the controller became so_ thoroughly 
inundated with payroll routines that 
procedures for collections from the gov- 
ernment got snarled up. This slowed 
down collections, and in a short time 
the company faced an acute working 
capital shortage. Under such conditions 
it is natural to expect that the control- 
ler’s service to top management suf- 
fered. And, of course, it did. 

Although this aircraft company tep- 
resents an extreme example, many con- 
trollers find themselves nearly as 
snowed under. Since day-to-day activ- 
ities press themselves incessantly on the 
controller’s attention, service to top 
management fades further and further 
into the background. Always it is pres- 
ent as a matter of intention; but with 
pressure growing daily, service to top 
management becomes more of a hope 
than an actuality. 


(3) Loss of Perspective 
Unfortunately some controllers do 
not place service to top management as 





will it continue .. . 





HAS CONTROLLERSHIP’S USEFULNESS DECLINED? 


™ 
| In the opening paragraphs of this paper by Mr. Bower, there is a challenge 
| to all controllers. Has there been a “reversa 
. or is it a war-time trend that will disappear with the 
return to peace-time activity? The author, a partner of the management con- 
sultant firm of McKinsey & Company, of New York, Boston, and San Francisco, 
specializes in organization and marketing. In connection with his organization 
work, he has frequent occasion to study the controller’s responsibilities and to 
discuss with chief executives and major department heads what help they want 
from the controller. Mr. Bower’s paper was presented at the November 21, 
1944 meeting of the Cleveland Control. 
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a primary objective even as a matter of 
intention. Such controllers have lost 
sight of the fact that this is the very 
reason the controller’s position came 
into being. The job was set up because 
the chief executive and the heads of the 
major divisions required assistance by 
another major executive who would 
analyze their activities, interpret finan- 
cial and operating results for them, and 
thus help them do their own jobs bet- 


ter. 
CORRECTING THE TREND 


If these are the causes for his decline 
in usefulness to top management, what 
then should the controller do to correct 
the situation? Here is a suggested pro- 
gram: 


1. Reorganize the activities of the con- 
troller’s division to free the controller from 
routine administration. 

2. Prepare all controller's reports from 
an operating rather than a financial ac- 
counting view point. 

3. Make sure that each executive is sup- 
plied with reports which (a) reflect the 
results of the operations under his direc- 
tion and (b) show comparisons of actual 
results with previously established stana- 
ards. 

4. Make sure that all executives have a 
clear understanding of the meaning of all 
accounting and operating figures which re- 
flect the results of o perations under their 
direction. They should also have a good 
comprehension of how the figures are 
prepared. : 

5. Analyze the reports for executives; 
and based on the interpretation, make sug- 
gestions for improving their operations. 
Spend an adequate amount of time in 
personal conferences with appropriate 
executives. 


(1) Reorganizing Controller's Activities 

No controller can do an adequate job 
for top management if he is personally 
overburdened with administration of 
routine activities. If he finds himself in 
this position at present, these courses 
are open to him: 


1. Arrange through the chief execu- 
tive for reorganization of the respon- 
sibilities of the treasurer’s and secre- 
tary’s divisions as well as his own. In 
such a reorganization it should be pos- 
sible to fix responsibility for directing 
Many routine operations now in the 
controller’s division to the treasurer's 
division, and to the secretary's division 
if it is separately organized. 

There are numerous activities being 
performed in many controllers’ divi- 
sions that from the standpoint of sound 
Organization could just as well be per- 
formed in the treasurer’s, secretary's, or 
other divisions. This is true, for ex- 
ample, of the office management func- 
tion which in large corporations in- 
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volves a substantial number of people. 
Likewise, billing in many companies can 
be directed just about as well by any of 
these three executives. Organizational 
analysis in most companies should dis- 
close possibilities for relieving the con- 
troller through transfer of activities to 
other divisions. 

2. Another possibility lies in reor- 
ganizing the controller's division itself 
so as to provide added executive assist- 
ance for the controller. For example, 
added assistant controller positions can 
be established and responsibility for di- 
recting administrative routines dele- 
gated to these new executives. 

In many companies there is a falla- 
cious belief that it is costly to add exec- 
utive positions of this type. This is true 
only if the time of higher executives 
which such new positions make avail- 
able is not profitably employed. If the 
addition of one or two assistant con- 
trollers frees up the controller, sugges- 
tions he might have to other executives 
could easily earn many times over the 
added salary cost of the new positions. 

Any controller faced with an over- 
dose of administrative responsibility 
should explore one or both of these 
possibilities for relief. Unless he does 
get relief, his opportunities for helping 
top management will be definitely nar- 
rowed. 


(2) Building in the Operating View point 
Many controllers—particularly those 
with a public accounting background— 
are today preparing reports for execu- 
tives from a financial, rather than an op- 
erating, viewpoint. Financial accounting, 
which aims primarily toward observance 
of fine distinctions in accounting »princi- 
ples, may afford the technically minded 
controller with considerable satisfaction. 
But such accounting does not give the 
most help to the operating executive. 

Controllers who today are preparing 
their reports from a financial stand- 
point, should conduct a thorough-going 
overhaul of executive reports based on 
the operating needs of each executive 
for whom reports are prepared. The 
controller himself—or a major assistant 
who can gain the confidence of other 
top-management executives—should 
have a heart-to-heart talk with each 
executive for whom reports are pre- 
pared. In such a discussion, candid 
comments on the deficiencies of pres- 
ent reports should be sought and sug- 
gestions obtained as to what added in- 
formation the executive wants. 

In short, the controller should set up 
tailor-made reports for each specific pur- 
pose. He should be sure that the in- 
formation he prepares for every execu- 
tive in the business is set up to help 
that executive do his job better even 
though he has no comprehension of ac- 
counting principles. 
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(3) Increase the Usefulness of Executive 
Re ports 

In addition to reflecting the operating 
viewpoint, executive reports should 
meet these two essential requirements: 

1. They should be prepared so that 
each executive is given figures which re- 
flect the results of activities under his 
direction. To meet this standard may 
call for a rearrangement of many state- 
ments. One of the principal deficiencies 
in the typical statement is that the fig- 
ures presented to a particular executive 
contain many cost and expense alloca- 
tions reflecting the results of activities 
over which the particular executive has 
no control. For example, many execu- 
tives are held responsible for operating 
results which include allocations of the 
salaries of even their superiors. Ob- 
viously, they can do very little about 
reducing the salary of “the boss.” 

2. Reports should compare actual re- 
sults with previously established stand- 
ards. In most well-managed companies 
today budgetary control provides a 
sound basis for establishing standards 
with which current results may be com- 
pared. However, in the statement over- 
haul many controllers will find oppor- 
tunities for establishing additional 
standards with which current results 
may be compared. 


(4) Assist Executives in Understanding 
Re ports 

Many controllers are subject to much 
criticism because the executives for 
whom they prepare reports do not un- 
derstand how the reports are made up 
and are unable to comprehend their 
significance adequately. If in overhaul- 
ing his reports, the controller makes 
sure that the needs and requirements 
of executives are incorporated, then, of 
course, a sound basis for understanding 
will have been laid. 

But it is necessary for the controller 
to go further. Periodically he should 
sit down with each of the key execu- 
tives who use his reports for a discus- 
sion of how the reports are prepared 
and what individual items on the state- 
ments mean. 

Many controllers—particularly the 
more technically minded ones—consider 
this procedure unnecessary or overlook 
it entirely. Unfortunaresy the vther ex- 
ecutives will usually not tell the con- 
troller that they do not understand his 
reports. They may not want to admit 
that they do not understand account- 
ing, or they may simply not want to 
admit that they need help. Experience 
shows, however, that they are eager for 
assistance from the controller when it is 
offered in an understanding fashion. 

If the controller has relieved himself 
of administrative burdens, then he will 
have time for these occasional explana- 
tory discussions of what his statements 
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mean. He will have time to ‘“‘sell’’ the 
product of his efforts to his ‘‘custom- 
ers.” He will have time to gain their 
understanding and sympathy for his 
difficulties. Then his “customers” will 
think better of the controller’s service, 
and the business will benefit accord- 


ingly. 


(5) Interpret Reports for Executives 

Since the position of controller was 
first conceived of as a means for help- 
ing the other executives do their jobs 
better, it is high time that any control- 
lers who now just grind out figures get 
back to fundamentals. The most im- 
portant function of the controller is 
interpreting operating results and mak- 
ing recommendations to other execu- 
tives on how activities under their di- 
rection may be improved. 

To perform this function well the 
controller must have an adequate 
amount of time to study the data. Next 
he should have a sufficient understand- 
ing of the operations of the company 
to be able to interpret his figures in the 
light of operating problems and on-the- 
spot conditions. Finally, the controller 
should be able to express his interpreta- 
tions in nontechnical language that the 
other executives will understand, i.e., he 
should talk to them in their own terms. 

Of course, the controller cannot offer 
this help to the other executives unless 
he has the imagination to develop con- 
crete suggestions and the background 
on company operations that will enable 
him to make these suggestions specific, 
helpful, and practical. 

If the controller lacks imagination, 
he should bring someone else into his 
department who has it. If the control- 
ler lacks background on company oper- 
ations, he had better get out into the 
plant, into’ the branches, and into the 
field. No controller today can provide 
outstanding service to top management 
unless he knows the operations of the 
business from firsthand observation. 
The job of controller cannot be done 
well exclusively at his desk. 


OUTLOOK FOR CONTROLLERS 


Unless the controller reorganizes his 
approach to his job so as to meet these 
broad objectives, top management will 
build around him. Other positions will 
be set up to carry on the most impor- 
tant and interesting functions that the 
controller now does not have time to 
do or is overlooking completely. 

In many companies this program is 
already under way. Witness, for ex- 
ample, the number of companies which 
have directors of commercial research 
and budget directors attached to the staff 
of the chief executive. In other com- 
panies the chief executive has an assist- 
ant who does important work formerly 
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done by the controller. Recently one 
president added a Management Infor- 
mation Director to his staff to interpret 
the controller's reports and make rec- 
ommendations to operating executives. 

This process of building around the 
controller will continue at an acceler- 
ated pace during the post-war period 
unless the controller sets. himself and 
his department up to provide the kind 
of service that top management must 
have. During the post-war overhaul of 
the business, the controller who cur- 
rently offers poor top management serv- 
ice has an excellent opportunity to re- 
Organize his activities and reestablish 


himself as ‘chief of staff’ to the presi- 
dent. He has an excellent opportunity 
to shed many of his routine responsibii. 
ities and free himself for the fray. 

If the controller fumbles this oppor- 
tunity, no bell will ring to signal his 
downfall as the principal aid to to 
management. His activities will simply 
become more and more routine; his 
reputation as one who “just turns the 
crank” will become more firmly fixed 
in the minds of his associates; and his 
participation in top-management deci- 
sions will become less frequent until finally 
he will be forgotten completely as one 
whose advice should be ‘sought. 


Controllers and Management 


In introducing a panel discussion of What 
Controllers are Doing to Assist Management,” 
which was presented at the December 12 meet- 
ing of the Cleveland Control, Mr. M. W. 
Thernes, past president of the Cleveland Con- 
trol and secretary-treasurer of The Ohio Public 
Service Company, offered the following pre- 
liminary remarks. Because of the pertinence of 
his statements to the foregoing paper by Mr. 
Bower, they are prnegneet herewith. Control- 
lers and financial officers will find much to 
think about in Mr. Thernes’ observations. 


As a prominent speaker recently 
stated, “No one is smart enough to re- 
member all he knows.”” Consequently, 
in considering the subject assigned to 
this panel for discussion, namely ‘““What 
Controllers are doing to assist Manage- 
ment,” let me briefly review some 
things we know but may have forgot- 
ten. This is a very pertinent subject 
and by a searching inquiry we should 
stimulate some thinking along lines that 
would enable us to become more valu- 
able to the respective corporations with 
which we are associated. Very likely 
you will say that a logical follow-up of 
this panel should be a panel conducted 
by our superiors on the subject “What 
Management is doing to assist Control- 
lers.” 

Be that as it may, your panel re- 
viewed with care the published duties 
of a controller as defined by the Con- 
trollers Institute of America. You are 
all familiar with these seventeen duties, 
although we recommend that you re- 
read them from time to time. 

As was so ably discussed by our Na- 
tional President, Mr. Edwin W. Bur- 
bott, in Chicago last October (See ‘The 
Controller” for October, 1944. Pages 
436-437), the establishment of these 
seventeen important functions to be 
performed by or under the responsibil- 
ity of the controller represents remark- 
able progress, because, as you know, 
prior to the compilation of these stand- 
ard duties the responsibilty of a con- 
troller was somewhat vague and indis- 
tinct. Your panel, however, has seen 
fit to approach this assignment from 
the standpoint, as pointed out by Mr. 





Burbott, that the seventeen established 
duties of a controller are more or less 
routine and that the controller's real 
value to management consists of per- 
forming functions and taking respon- 
sibility over and above the duties as de- 
fined by The Institute. In other words, 
we all know that the early definition of 
the duties of a controller in American 
industry implied merely a “glorified 
bookkeeper” assigned to the task: of 
checking the propriety of expenditures. 
As time went on and controllers grew 
in stature it was considered in order for 
the controller to take responsibility for 
the proper reporting of all property 
and assets. In the early days little or no 
responsibility was attached to the con- 
troller for the preservation or conserva- 
tion of the assets, and his function was 
principally to make certain that the en- 
tries regarding transactions were prop- 
erly recorded. You can all remember 
the days when if you questioned a cer- 
tain item you were told in no uncertain 
terms that it was the function of the 
accountant to record what other people 
did and not to question what was being 
done or suggest how it should be done 
in a better way. 

We agree that a great evolution has 
taken place since those early days, which 
is not only due to the complexities of 
modern business but also due to the 
fact that the way in which business is 
conducted has a tremendous bearing 
upon profits, and, as a result, we find 
that the controller has emerged to a 
position where he has a responsibility 
not merely to record transactions of the 
business, but, more important, he has 
responsibility to make suggestions to 
guide the policy that will be reflected in 
the various transactions to be recorded. 
The controller is in the very best posi- 
tion to make practical suggestions to all 
departments of the company based upon 
the overal results obtained by the com- 
pany, because he is in the best position 
to review properly the net effect of the 
activities of all departments. 
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As a class, I believe you will agree that 
the controller grew in stature and value to 
his management when he learned how to 
say “No” with diplomacy when he was 
backed by facts, figures, common sense and 
a balance of economic judgment. 

I am sorry that I was out of the city on 
November 21st when Mr. Marvin Bower 
spoke to this group on the subject “In- 
creasing the Controller's Usefulness to 
Top Management’. However, I have re- 
viewed a draft of Mr. Bower's talk and 
believe his remarks were so significant 
that they justify comment at this time, be- 
cause he hit the bull’s eye in many of his 
accusations. 

His main theme was that during the 
ast few years controllers have increased 
their usefulness to the corporation but 
have decreased their usefulness to top 
management. 

He gave very good reasons for this trend 
by explaining that increased responsibili- 
ties, governmental and war time regula- 
tions, taxes, and other increasing com- 
plexities of business have so overburdened 
controllers with new duties and responsi- 
bilities that the important and interesting 
responsibility of providing top manage- 
ment with helpful service that would tend 
to increase sales and control and reduce 
costs has been neglected. 

After an exhaustive review on all these 
causes for the neglect to top management, 
he said, ‘‘No controller can do an adequate 
job for top management if he is personally 
burdened with the direction of adminis- 
trative routines.” He then suggested inter- 
company reorganization remedies for the 
overburdened controller so that he could 
be free to set up tailor-made reports on 
specific important matters designed for 
executive review, with clear-cut explana- 
tions. Controllers should not fumble this 
opportunity. 

I asked the President of our company, 
Mr. T. O. Kennedy, to give me his views 
in answer to this question and I would like 
to read his reply because I believe you will 
agree that it is most significant: 


“In my opinion, the controller has a unique 
opportunity to be of great value to his company. 
The success of an organization is dependent 
upon each member accepting the full respon- 
sibility for his job and then efficiently dis- 
charging that obligation. The controller can 
effectively promote the esprit-de-corps necessary 
to insure that all departments work smoothly 
together to accomplish the ultimate objective. 

"The controller is in position to follow, in 
detail, the operations of every department of 
the business and has the obligation to correlate 
and limit expenditures within the limits allow- 
able. He is, in a sense, the ‘governor’ on the 
machine that prevents the excessive speed 
which would wreck it. 

"There are two types of mechanical ‘gov- 
ernors’; one automatically restricts the steam 
flow, while the other sounds an alarm notify- 
ing the operator that the critical speed is be- 
ing approached. In my opinion, the controller 
should function as does the second type of 
mechanical governor because in that way he 
helps the department head affected to control 
his own. department and eliminates the all-too 
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common tendency to ‘go the limit’ and depend 
upon the automatic governor to apply the check 
when the limit has been reached. 

“The controller is sometimes referred to as 
the ‘watch dog’ of an organization. This is a 
very apt and descriptive term but for greatest 
success he should only sound the warning and 
not attempt to drive off the intruder. In his 
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relations with other department heads, he 
should be as diplomatic and impersonal as the 
voice of conscience. He can accomplish the 
best results and render the greatest service to 
his company to the degree that he strengthens 
all department heads in their grasp of their 
jobs and the inter-relation of them to the com- 
bany’s over-all accomplishments.” 


Small Department Stores’ 
Operations Analyzed 
In Harvard Study 


An analysis of operating data for small 
department stores, covering the 1938- 
1942 period, was recently released by the 
Harvard Business School. Bulletin Num- 
ber 121, available from the Bureau of 
Business Research at $1.50, reports on 
one phase of this research. The study is 
offered as having particular interest to 
persons in the department store field; to 
persons who consider entering that field; 
and to persons concerned with those 
problems which are peculiar to small en- 
terprise. 

The Bulletin was written by Professor 
Elizabeth A. Burnham, Acting Chief of 
the Bureau of Business Research. The 
following digest indicates more fully the 
material contained in the study and gives 
some of the more important findings, the 
Bureau reports. 


The study is based on the experience during 
the five years 1938-1942 of 42. department 
stores with annual sales of $100,000 to $1,- 
000,000. 

The operating and financial history of these 
42 firms makes it appear that there exists a 
genuine consumer liking for stores of this kind, 
located with consideration for public conven- 
ience and managed with intelligent understand- 
ing. 
To make the data studied more usable for 
persons with a particular sales level in mind, 
the 42 reports were divided into three size 
groups for which operating results are reported 
separately. Stores in each size group had their 
own particular problems, their special advan- 
tages, and their special difficulties. For ex- 
ample, the types of localities served by stores 
in the three size groups typically differed. In 
general, the greater the sales volume, the 
greater was the population density of the 
county in which the store operated. ; 

Substantial sales increases for the period 
were shown for all three groups of stores: 28 
per cent. for the smallest stores; 48 per cent. 
for the middle group; and 60 per cent. for the 
largest stores. In part these differences in rate 
of sales increase may be taken to reflect the 


welatively greater war production activity of the 


larger population centers. 

Gross margin percentages also rose for each 
size group. In 1942, gross margin common 
figures were 35.5 per cent. of net sales for the 
smallest stores; 35.0 per cent. for the middle 
group; and 37.0 per cent. for the largest stores. 
Expense rates, however, declined for the pe- 
riod. The lowest total expense percentages for 
all five years were recorded by the stores in the 
middle size group. These stores apparently 
were able to make the best use of the space oc- 
cupied, with consequent advantage in real es- 
tate costs as a percentage of sales. Executive 
compensation as a percentage of sales, on the 
other hand, was lowest for the largest stores 


although considerably greater in dollar amount. 

For 1942, the favorable expense rate of the 
stores in the middle-size group contributed to 
their over-all advantage. Their average earn- 
ings in that year before dividends and fed- 
eral taxes on income and excess profits were 
8.8 per cent. of sales as compared with 7.8 
per cent. for the smallest stores and 8.5 per 
cent. for the largest. For the five-year period, 
however, the rate of increase in earnings was 
best for the smallest stores. 

The comparisons just made are based on av- 
erages for each of the three groups of stores. 
Within each group, however, there was much 
variation as between individual stores. War 
conditions and other factors affecting the sales 
potentials of the various store locations had a 
part in the end results. But, in addition, diff- 
erences in the quality of merchandising poli- 
= and management abilities made themselves 
eit. 

Most of the firms which consistently realized 
better than average profits had low percentage 
costs. Several firms showed curtailed profits 
as a result of sales declines without correspond- 
ing reductions in dollar expenses. And, in 
other cases, unfavorable margins on the mer- 
chandise sold were reflected in low earnings. 

Ready-to-wear and ready-to-wear accessories 
formed the back-bone of sales for the 42 stores 
reporting. Shoe and millinery departments fre- 
quently were operated by lessees. Study of 
the leased departments led to the conclusion 
that profits are endangered when sales of leased 
departments rise much above 10 per cent. of 
total volume. 

All the stores surveyed had been in business 
more than 10 years in 1942, and more than 
90 per cent. of them were established before 
1920. This age distribution is significant but 
not atypical. Census data show that only 13 
per cent. of the independent department stores 
in the country in 1940 were. founded after 
1929. 

In defining a department store, the Census 
sets a lower sales limit of $100,000. Thus it 
would appear from the information offered as 
to age of stores that reinvestment of earnings 
for some years ordinarily has been required to 
enable a store to reach this volume and be 
classed as a department store. The Bureau’s 
study shows that the stores investigated typi- 
cally had surplus, reserves (other than for de- 
preciation and taxes), and capital (exclusive 
of real estate owned) equivalent to between 40 
per cent. and 50 per cent. of the annual sales 
realized. 

Growth of chain department stores perhaps 
has increased the difficulties which the small 
department stores face in their development. 
Nevertheless, it is concluded that there is a 
real opportunity in many communities for small 
independent stores to build up sales and reach 
earnings of 10 per cent. to 15 per cent. on 
their investment. Also, it reasonably may be 
anticipated that, after the war, there will be a 
swing away from standardized fashions with 
an increased need for creative merchandising 
aimed at meeting individual demands of local 
clienteles. 











The subject of annual reports to stock- 
holders is a very interesting one. It is 
particularly timely at this season of the 
year, and while the general design and 
content of annual reports is so colored 
by individual company tastes and condi- 
tions that a presentation of fixed rules 
and principles pertaining thereto is im- 
practicable, there are a number of gen- 
eral aspects of the subject which are in- 
deed worthy of discussion. 

As an accountant, I propose to deal 
principally with the financial statement 
section of the report, by which I mean 
that portion including the balance sheet 
and income and surplus accounts. In 
that section is sometimes included a state- 
ment of special trust funds such as those 
set aside for employees’ benefit and pen- 
sion plans. In this respect I understand 
also that you are interested in develop- 
ments and opinions regarding some of 
the more important items of current in- 
terest appearing in the statements them- 
selves. 

In formulating the annual report, it 
must first be decided which department 
of the company is to be responsible for 
the collection and editing of the report 
material, and which department’s inter- 
ests are to be accorded greatest emphasis 
in the selection of the textual and state- 
ment matter. An observation of a num- 
ber of annual reports indicates a decided 
lack of uniformity as to the guiding poli- 
cies displayed therein. In fact, an evi- 
dent conflict of interests is apparent in 
some of the stockholders’ reports which I 
have examined. In some cases the adver- 
tising or public relations department ap- 
pears to have dominated the preparation 
of the report, in others the policies of 
the fiscal department seem to prevail, and 
in. still others the production and _per- 
sonnel departments appear to have used 
the report as a medium for expression of 
matters of greatest interest to such de- 
partments. 

In an actual humorous instance, the 
advertising department of one of our 
clients was responsible for the preparation 
of the report, and the advertising man- 
ager suggested that we rewrite our cer- 
tificate of opinion, because he felt the 
style was not in keeping with that em- 
ployed elsewhere in the report. 

The determination of the guiding prin- 
ciple to govern the display of material 
in the annual report will have a bearing 
on the relative prominence of the various 
types of information to be shown therein. 
The results of the year’s activities may 
also influence the selection of the pub- 
lished matter. For example, unusual pro- 
duction accomplishments might be head- 





Annual Reports to Stockholders 
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lined in the report, supported perhaps by 
pictorial or graphic displays. On the other 
hand, the financial accomplishments 
might be given greater notice, and the 
significance thereof brought home by the 
use of charts and graphs. An unusual 
expansion of facilities might call for due 
notice in the annual report. Some com- 
panies incorporate in their annual reports 
reproductions of outstanding or tradi- 
tional advertising displays. 

By far the most important considera- 
tion in the selection and presentation of 
material for the annual report is the ques- 
tion of whose interest should be para- 
mount. It has previously been mentioned 
that review of a number of annual reports 
indicates a conflict of interests, in that 
emphasis is variously applied to different 
elements of the report, such as the finan- 
cial statement section, the report on opera- 
tions, the production accomplishments 
and the impact of government regulation 
or legislation. One must not lose sight of 
the fact that the report should be a re- 
port to stockholders. Stockholders repre- 
sent the investors, and it would therefore 
seem that their interests should receive 
ptimary consideration in determining the 
content and method of presentation of 
the report. The stockholders compose the 
corporation, and, while they are not the 
managers, they are entitled to information 
as to its financial condition and operating 
results. The report should therefore be 
designed to convey this type of informa- 
tion to the stockholders in summary form. 
Considerable detail is not desirable in 
view of the fact that the stockholders are 
not acting in the capacity of managers, 
and the report might prove harmful to 
the corporation through unnecessary dis- 
closure of trade conditions. While there 
is a desirable trend toward greater detail 
in the reports, this can be satisfied by the 
use of supplementary analyses of financial 
condition and operating results and ratios 


without disclosure of intimate informa. 
tion. 


STOCKHOLDER ANGLES 


The thought has been advanced by 
Mr. W. C. Brinton in his work entitled 
“Graphic Methods for Presenting Facts” 
that it is highly desirable for corporations 
not only to keep their old stockholders, 
but to attract new ones. He suggests that 
frankness in the treatment of stockhold- 
ers is the surest way to accomplish this 
end. He further states a condition which, 
I venture to say, most of you have recog- 
nized for some time, that the average 
stockholder does not, as a rule, under- 
stand the balance sheet, and is little con- 
cerned with operating results other than 
the net income for the year and the 
earnings per share, as indicators of the 
likelihood of dividend payments being 
maintained. To overcome this lack of ana- 
lytical ability on the part of the average 
stockholder, Mr. Brinton suggests that 
graphic presentations can go a long way 
in conveying essential information to the 
company’s proprietors. He summarizes 
the questions believed to exist in the 
stockholder’s mind which should be an- 
swered by the annual report as follows: 


1. Has the earning power of the com- 
pany been maintained? 

2. Is the property being kept in sound 
physical conditions? 

3. Is the financial condition sound? 


A very enlightening commentary on 
the various objectives which appear to be 
sought in annual reports was quoted in 
part in the Journal of Accountancy for 
October, 1944. This quotation consisted 
of excerpts from an analysis by Dr. Louis 
Haney appearing in the Financial World 
of August 9 on the subject of the “Real 
Function of Annual Reports.’’ The author 
stated that he found difficulty in judging 





from each of the other groups. 


Accountancy. 





WHAT IS THE PURPOSE? 


in considering its annual report, the corporation must have clearly in mind, 
the purpose it wishes to achieve by means of the report and likewise the in- 
terests of the group to which the report is directed. Different techniques should 
be considered when the report is for the general public or employees or cus- 
tomers and the approach of stockholders, both present and prospective, differs 


These and many other pertinent observations are brought out in this paper 
which was presented at the November 28 meeting of the St. Louis Control by 
Mr. Warner, who is resident partner of Lybrand, Ross Brothers and Montgomery, 
certified public accountants, and also a member of the Missouri State Board of 


—THE EDITOR 
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the relative standing of annual 9 
because they appeared to be issued for 
different purposes. He found that they 
are directed toward at least four different 
groups, and that different techniques are 
used in respect of each of the four groups 
of readers. He observed that some are 
prepared for the benefit of the stockhold- 
ers, some for employees, others for po- 
tential customers and the fourth group 
toward the general public. Employees, of 
course, were concerned mainly with em- 
ployee relations. Reports directed pri- 
marily to customers naturally headline 
the products of the corporation in a man- 
ner most likely to promote sales. Reports 
directed toward the general public con- 
tained propaganda dealing with the ef- 
fects of government legislation, taxes and 
other regulatory measures. He suggests 
that corporations decide the main purpose 
to be served by the annual report and label 
it accordingly. It seemed to him incon- 
sistent to describe it as a report to stock- 
holders when it obviously contains sec- 
tions designed for the benefit of one or 
more of the other groups mentioned. 

He concludes, however, that in his 
judging of the reports, he was inclined 
to emphasize the stockholder point of 
view, as the primary purpose of the cor- 
poration, after all, is to make money for 
the equity holders. He suggests that the 
difficulty raised by the stockholder’s sup- 
posed lack of investment analysis ability 
could be overcome by simplification in 
presenting the material contained in the 
report. 

As an accountant, it seems most natural 
to conclude that the annual report should, 
in fact, be a report to the stockholders 
and should emphasize the financial and 
operating information necessary to dis- 
close to the equity owners the standing 
and earning capacity of the corporation. 

In line with the thought expressed 
above that there is a trend toward includ- 
ing more information in the report, and 
with the further thought that presentation 
of the additional information should be 
simplified as much as possible, may I 
here observe that in my experience the 
controller usually strives for simplifica- 
tion of presentation. Because of his func- 
tion as one who collects, transmits and 
interprets financial information for the 
management, he has doubtless found, or 
sO it appears to me, that the simplest 
presentation is the most effective. I sug- 
gest that the public accountant is usually 
sympathetic to this viewpoint insofar as 
the annual report is concerned. 


WARTIME STATEMENTS 


It must be remembered, however, that 
we are still concerned with financial state- 
ments issued in the midst of a war econ- 
omy. Such statements must be considered 
tentative in many respects, and finality 
in the expression of assets and liabilities 
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at any given moment of time is difficult 
to achieve. Financial statements of a go- 
ing concern are basically expressions of 
estimates and judgment, and this fact, 
coupled with the numerous factors such as 
tax legislation, renegotiation, termina- 
tion, wage disputes, and the like now in- 
fluencing the methods of operation of 
companies, serve further to render war- 
time financial statements very tentative. 
The necessity of explaining these various 
factors of contingency frequently over- 
comes the desire toward simplicity in the 
presentation of statements. As a matter.of 
fact, many recent reports have been is- 
sued showing revised results of operations 
for prior years due to the retroactive ef- 
fect of subsequent material adjustments. 

One other general matter which should 
receive consideration in the preparation 
of the annual report, particularly the 
financial statement section thereof, has 
to do with the importance of establishing 
positions with respect to future benefits 
relating to taxes, renegotiation, termina- 
tion and the like. 

The report should be issued as promptly 
after the close of the fiscal year as pos- 
sible, as its vitality diminishes rapidly the 
longer it is delayed. I know that many of 
you may say that your delays are caused 
by late submission of reports certified by 
outside accountants, and while this may 
be true in some instances today, I sug- 
gest that if a closing schedule is worked 
out by the controller’s department well in 
advance, the independent auditor can 
usually adapt his program to that of his 
client. 

As mentioned in the introduction, a 
general discussion of the stockholders’ re- 
port naturally leads one into a review of 
some specific items of current interest 
likely to appear in the financial state- 
ments themselves. 

As to the balance sheet, it is not in- 
appropriate to keep in mind constantly 
that this is a summary statement reflect- 
ing estimated values and judgment with 
respect to the condition at the year’s close, 
prepared, of course, in keeping with gen- 
erally accepted accounting principles. 
Only by the consistent application of such 
principles or disclosure of variations 
therefrom can the reader be assured of 
continuing reliance in the financial state- 
ments. As was previously suggested, the 
balance sheet may be detailed or simple 
depending. on the general approach 
adopted by the company and on the com- 
plexity of the various items comprising 
the aggregate position of the company. 

Much has been said on the troublesome 
question of footnotes to balance sheets. 
It is axiomatic to say that these should 
be kept to a minimum and should also 
be worded as simply as the subject mat- 
ter will permit. Most accountants seek to 
avoid footnotes involving qualifications of 
such significance that the statements are 
actually amended thereby. The Securities 
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and Exchange Commission has made 
known its attitude on footnotes of this 
character, and has, in instances, required 
actual money adjustments in the state- 
ments in lieu of extremely qualifying foot- 
notes. Should the management elect to 
present the balance sheet in condensed, 
simplified form, it naturally follows that 
any footnotes deemed necessary should 
likewise be abbreviated and condensed as 
much as possible. 


EXTENT OF DISCLOSURE 


In the preparation of the financial 
statements to be included in the annual 
report, the question of the extent of dis- 
closure frequently arises. One of the dis- 
tinguished Canadian visitors at the recent 
meeting of the American Institute of Ac- 
countants in St. Louis took exception to 
the commonly used term “full disclosure.” 
He stated that this implied that there 
were varying degrees of disclosure, which 
is a thought he could not reconcile with 
logic. In my experience, however, the 
question of the extent of disclosure is 
one which is usually resolved satisfac- 
torily after determination by the manage- 
ment and review by the independent ac- 
countant. The combined judgment of the 
comptroller and the independent ac- 
countant can, I believe, be relied upon to 
eliminate gratuitous and harmful informa- 
tion and insure the display of all informa- 
tion necessary to a frank and clear exposi- 
tion of the management’s accountabilities. 

Perhaps one of the most interesting de- 
velopments in respect of balance sheet 
presentation is the question of segregat- 
ing current assets and liabilities from the 
other real accounts. Considerable diffi- 
culty can be encountered in determining 
the correct segregation of current and 
non-current items under wartime condi- 
tions because of the mixed character of 
the asset accounts. For example, under 
cost-plus-a-fixed fee contract accounting 
many items normally considered non- 
current assets are reimbursable in cash. I 
include in this group prepaid and de- 
ferred charges, and as a specific instance 
of the latter, I might mention “improve- 
ments to leased properties.’ Normally 
such improvements are amortized over the 
life of the lease. If, however, specific 
war contract operations are carried on in 
the leased premises, it would not be in- 
appropriate to charge off the improve- 
ments directly to the contract. If we are 
concerned with a cost-plus-a-fixed fee 
contract, the amortization of the lease im- 
provements will become reimbursable in 
cash, 

Strictly speaking therefore, the amount 
recoverable in cash within the accepted 
period of currency can appropriately be 
classed as a current rather than as a non- 
current asset. Many more examples of 
this type could be cited. One of the diffi- 
culties, perhaps, is the fact that a period 
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of time, generally taken as twelve months, 
forms a part of the basis of the defini- 
tion of current assets and liabilities. 
Though an established convention, this 
is admittedly an arbitrary basis of seg- 
gregating current and non-current ac- 
counts. 

Banking and loan agreements often re- 
quire the maintenance of minimum net 
current assets or 2 minimum current ratio, 
and there is sometimes a conflict between 
the definition of current assets contained 
in the underlying agreements and that 
sanctioned under generally accepted ac- 
counting principles. In such instances 
the statements appearing in the stock- 
holders’ report might not serve to answer 
questions in the mind of a banker re- 
viewing the statements with an eye to 
compliance with the bank agreement. The 
elimination of the current assets section 
would resolve such conflicts as this one. 


CURRENT RATIO 


I submit for your consideration the 
thought that the elimination of the cur- 
rent asset and liability segregation from 
the balance sheet to be included in an- 
nual reports to stockholders may have 
some advantages. I fail to see that the 
average stockholder would be much dis- 
turbed by its omission. He is not in a 
position to determine the soundness of 
the company on the basis of a current 
ratio which, in turn, depends upon a 
somewhat arbitrary segregation of assets 
and liabilities made difficult in war times 
because of the mixed character of the 
asset accounts. The soundness of a com- 
pany as measured by its current ratio can- 
not be determined without knowledge of 
the standards of the industry, and bank- 
ers themselves will readily admit that 
some of the arbitrary ratios used in in- 
vestment analysis in the past are now 
obsolete. Too high a current ratio could 
well indicate stagnant working capital 
and extreme liquidity might even justify 
a charge of ultraconservatism. 

On the other hand, a company with a 
low current ratio might still be in an ex- 
cellent operating condition. As a matter 
of fact, some war contractor companies 
have very poor current ratios, but this is 
of no particular moment, because in many 
instances the realization of assets in order 
to liquidate indebtedness does not re- 
quire the usual flow of transactions from 
inventories to receivables to cash, but re- 
imbursements are made as expenditures 
are incurred whether they be for material, 
labor or other production costs. In other 
words, the time lag between the invest- 
ment of money in inventories and their 
conversion into cash has been materially 
reduced in wartime operation. 

Of considerable current interest is the 
question of how termination claims 


should be displayed in the balance sheet. 
Questions may arise as to whether the 
claim should be considered a current or 
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non-current asset, whether the estimated 
profit should be included or excluded 
prior to collection of the claim, whether 
the amount of the claim should be sepa- 
rately disclosed if significant in amount 
and whether the claim should be set out 
if the amount thereof, through the ap- 
plication of a valuation reserve, for ex- 
ample, differs from the amount of the 
claim as filed with the government. In 
respect of the income statement, the 
question may be asked whether the claim 
should be treated as sales income or 
whether it should be shown among the 
other income credits. Some termination 
claims may include allowances for over- 
head expenses which may be represented 
by prepaid or deferred charges in the 
balance sheet, and the question may arise 
as to the effect of setting up a claim, 
inclusive of such items, if the prepaid or 
deferred expenses are not concurrently 
cleared. 

The circumstances surrounding the spe- 
cific claims and the policies of the com- 
pany will have a bearing upon the answers 
to these several questions. It would seem 
desirable generally to reflect in the bal- 
ance sheet all claims properly filed, and 
show them therein as current assets. If 
a claim were of such doubtful collectibil- 
ity as to render it non-current in charac- 
ter, it should probably not be included 
in the balance sheet at all. It would also 
seem proper to include the estimated 
profit at the time the claim is taken up 
in the statements, unless, in the interests 
of conservatism, the profit were to be 
deferred until the claim was collected. 
A general opinion seems to view the 
billing under a terminated contract as a 
sale of partially completed goods, and 
on such basis the amount of the claim 
could appropriately be included in sales. 
Separate disclosure of the amount of the 
claim would seem to be desirable, even 
though the amount thereof may differ 
from the amount filed with the govern- 
ment. 

In respect of renegotiation allowances 
the government has stated that amounts 
shown in a balance sheet for such pur- 
pose are not regarded as commitments 
to repay similar amounts of excess profits, 
and in line with this policy it may be 
fairly assumed that displaying a termina- 
tion claim in the balance sheet at a more 
conservative figure than the amount filed 
would not jeopardize its collection. Where 
a company acts as disbursing agent in re- 
spect of a subcontractor’s claim, it would 
seem desirable to include a liability to the 
subcontractor in the company’s balance 
sheet. Certain advantage is derived from 
this practice in respect of possible rene- 
gotiation of excess profits. 


RENEGOTIATION LIABILITIES 


It seems to me that the treatment of 
actual or contingent renegotiation liabili- 
ties in financial statements is by now well 





understood by most companies. It jis 
rather general practice to provide an al- 
lowance for possible refund of excess 
profits where reasonably determinable, 
and, as just stated, this practice does not 
carry with it a commitment on the part 
of the company to settle for the amount 
of the allowance. Even where an allow- 
ance is made within the statements, an 
explanatory footnote is usually presented, 
I have observed, however, that the word- 
ing of such footnotes has been consider. 
ably simplified in recent months. A col- 
lateral question which has arisen as a re- 
sult of renegotiation is the effect of the 
subsequent profit reduction on payments 
of compensation to officers and employees 
under a profit-sharing plan. This point 
might well be considered both as to its 
effect on the contractual liability to offi- 
cers and employees, as well as to possible 
violation of salary stabilization rules. As 
you doubtless know, the termination of 
the renegotiation law was extended to 
June 30, 1945, and it might be desirable 
to consider the advantages of taking physi- 
cal inventories on that day as a means of 
assuring accurate profit allocation with 
respect to companies whose fiscal years 
end on a date after June 30th. 

The use of the term “capital surplus” 
and the question of segregation of sur- 
plus accounts generally has come in for 
increasing discussion in recent years. The 
term “capital surplus” has been chal- 
lenged as ambiguous and lacking precise 
meaning. In this respect, however, any 
ambiguous terminology can be avoided by 
explaining the exact nature of the credits 
comprising the total capital accounts other 
than capital stock. Sometimes the compo- 
sition of the surplus accounts is quite in- 
volved, and unusual explanations are 
necessary, such as appeared in the annual 
report for 1943 of E. I. Du Pont, De 
Nemours & Company. In this instance, 
the independent accountants presented a 
special report upon their analysis of the 
surplus accounts and took a position dif- 
fering from that displayed in the com- 
pany’s financial statements. 

The treatment of items appearing in 
the statement of operations is frequently 
interdependent with the related balance 
sheet item, and many of the points men- 
tioned above will usually require con- 
sideration in the income statement. 

I believe it may fairly be stated that 
the income account is of greater impor- 
tance than the balance sheet in annual 
reports to stockholders of a going con- 
cern. We have expressed the opinfon that 
the annual report should be directed pri- 
marily to the equity owners of the com- 
pany who are, of course, concerned 
mainly with the earning power of the 
corporation. The income statement is an 
indicator of earning power, and the ca- 
pacity of the company to earn money for 
its owners is best determined through a 
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Accountants have had to keep pace 
with the extensive changes in general 
conditions brought about by World War 
lI, and will face even greater postwar 

roblems. These changes have accelerated 
a trend from the old so-called ‘‘accepted 
accounting principles” to the — 
of good common sense or sound account- 
ing principles and practices based on 
thorough research. This trend is evidenced 
by the American Institute of Account- 
ants’ recent extension of its research pro- 
gram and the formation by our own or- 
ganization, the Controllers Institute of 
America, of the Controllership Founda- 
tion Inc. 

We also find public accounting firms 
relying more on internal audit and con- 
trol and checking accounting policies in 
making their examinations, thereby devot- 
ing a larger part of their time to con- 
sultation with their clients. This is ad- 
vantageous to the client in that a con- 
cern’s internal auditors can do a more 
effective job at a lower cost, because they 
are better acquainted with internal prob- 
lems than the public auditor, and it is 
also advantageous to the public account- 
ant in that his standing will be raised from 
that of an ordinary checker or auditor to 
a higher professional level. Evidence of 
this trend is found in the recent organi- 
zation of the Institute of Internal Audi- 
tors. 

Also, as to methods, we find a further 
trend toward mechanization in accounting, 
in order to meet the problem of maintain- 
ing low costs in the face of inereased 
labor rates. Leading accounting machine 
companies estimate that the demand in 
the first postwar year will be many times 
that of the pre-war level. 

On the other hand, progress has been 
delayed, where government audits are re- 
quired, by the old viewpoint of strict 
adherence to so-called ‘‘accepted account- 
ing principles’ on “‘cost plus” audits, 
rather than to good common sense. We 
find the top men responsible for audit- 
ing in the Army, Navy, and Maritime 
Commission to be broad minded, but un- 
fortunately, in many cases, the thinking 
of their subordinates has been narrowed 
or restricted by the rules of other govern- 
ment departments, resulting in a needless 
waste of manpower on some of these au- 
dits. 

The following comments are indicative 
of the new trend. 


Cost ALLOCATIONS 


Some examples of blind following of 


Necessity for Changes in Accounting Practices 
Due to Changes in General Conditions 


By H. M. Iverson 


the so-called “accepted accounting prin- 
ciples,” in arriving at costs in the past, 
which are now being corrected or recon- 
sidered on the basis of the facts, follow: 


a) The oil industry used one overall 
handling rate for all products at ter- 
minals without consideration of the fact 
that some products were delivered in 
packages and required the expendi- 
ture of substantially different costs from 
those delivered in bulk, both as to 
labor and facilities used in handling 
and storage. 

b) The airplane industry used overall 
factory overhead rates rather than de- 
partmental rates. 

c) The airplane industry followed the 
practice of determining costs of “plane 
equivalents” in costing spares without 
consideration of the fact that the pro- 
duction of spares involved very little 
assembly time or that spares are sold in 
quantities disproportionate to the same 
parts in the planes. It has been said 
that this was done in order to hide or 
minimize excessive profits on spares. 
However, the result was that the in- 
dustry did not know the cost of either 
the planes or spares. 

d) Many concerns followed the prac- 
tice of allocating development and dis- 
tribution expenses to all products on an 
overall basis as incurred. 


ALLOCATION OF EXPENSES OR INCOME 
BETWEEN PERIODS 


The allocation of expenses or income 
between periods has been very difficult 
in many instances. In an attempt to solve 
this problem the surplus account was used 
or in many cases abused. The current 
thinking on this matter is to reflect all 
transactions except dividend payments and 
capital adjustments (for example, the cost 
of financing) through the income account, 
and if the amount is extraordinary, to set 
it out separately. This permits the reader 
of the profit and loss statement over a 
period of years to see the average trend 


of earnings without referring to the sur- 
plus accounts. A future development may 
well be that financial statements will be 
presented on a cycle basis, that is, for 
three or five years. 

Until the recent change in the New 
York State Corporation tax law, effective 
in 1944, New York State franchise tax 
was paid in the current year, based on 
conditions in the prior year for the privi- 
lege of doing business in the subsequent 
year ending October 31. Corporations, on 
a calendar year basis, that followed the 
technical aspects of the law, deferred 
10/12 of the tax payment to the subse- 
quent period. Thus a tax based on high 
earnings of one period may have been 
carried forward and charged off during a 
law earning or loss year. This practice 
followed the technical or so-called ac- 
cepted accounting principle rather than a 
sound basis. 


WHAT EXPENDITURES CAN BE 
DEFERRED TO FUTURE? 


In considering what may be deferred to 
a future period under sound accounting 
practice, we may well revert back to the 
cash basis viewpoint, that is, consider 
whether the item will pay out in the sub- 
sequent period. Insurance premiums paid 
in advance will. But certainly the New 
York State franchise tax will not, and par- 
ticularly if a loss or low profit year en- 
sues. Likewise development expenditures 
may not, hence it is preferable to follow 
the practice of writing them off currently. 

The American Institute of Accountants 
has just issued two Accounting Research 
Bulletins, one covering accounting for in- 
come taxes and the other on accounting 
for intangible assets, which call for a 
more realistic treatment of these items in 
financial statements. The bulletin on in- 
come taxes gets away from the time-worn 
principle that income taxes should be re- 
corded on the tax return basis and adopts 
the principle that the amount of taxes re- 
flected in financial statements should fol- 
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ing principles to good common sense. 
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low or bear a relation to profits reported 
therein. 

The bulletin on accounting for intangi- 
ble assets provides that these assets may 
be classified into two types (a) those 
having a limited existence and (b) those 
having no limited existence. It further 
provides that the excess of a parent com- 
pany’s investment in the stock of a sub- 
Sidiary over its equity in the net assets 
of the subsidiary at acquisition should be 
allocated as between tangible and intan- 
gible property and any amount allocated 
to intangibles should be further allocated 
between type (a) and type (b) intangi- 
bles. Intangibles should be carried, initi- 
ally, at cost and type (a) intangibles 
should be amortized over the period bene- 
fited. Type (b) intangibles may be car- 
ried continuously until it becomes reason- 
ably evident that their existence has be- 
come limited or worthless or they may 
be amortized, within the discretion of the 
corporation, overa reasonable period of time. 


FEDERAL INCOME TAX CARRYBACK 
REFUND 


The American Institute of Accountants’ 
bulletin, ‘‘Accounting for Income Taxes,” 
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It seems reasonable that a loss carryback 
arises as the tax loss is actually incurred, 
to the extent that it may be carried back. 
However, a refund under the unused ex- 
cess profits credit carryback provision does 
not result from an event in any particular 
interim period but it may be affected by 
periodic profits or losses. This may best 
be illustrated by the following examples— 
Assumptions— 


1) Annual excess’ profits credit (which 
may be carried back) —$1,200,000. 

2) Tax benefit from catryback—4514 
per cent. 

3) No profit or loss in any interim pe- 
riod. 


Under these hypothetical circumstances, 
a tax benefit of $546,000 would arise and 
this benefit could be allocated equally 
to each interim period, for example, 
$136,500 to each quarter. 


4) Net profit for the year. 

In the case of a net profit for the year, 
the periodic benefit may be computed as 
follows: 














Excess 

Profits Profit Unused Benefit 

Credit (Loss) Credit at453[% 
istuquarter ...... seualgece wee icee eS $ 300,000 $100,000 $200,000 $ 91,000 
PREMARIN ore els s:ciclow cecsrs Oe 300,000 200,000 100,000 45,500 
SEA EAAIONI NO 655 5 5 rd Se onte%o wo 300,000 (100,000) 400,000 182,000 
oS ee ee 300,000 100,000 200,000 91,000 

$900,000 


$1,200,000 








$300,000 $409,500 





holds to the principie that refunds of in- 
come taxes arising from the carryback 
provisions of the revenue code should be 
reflected in the current profit and loss 
statement because they arise from a condi- 
tion existing in the current period. How- 
ever, they should be stated as a separate 
item. 


The above follows the basis that the 
excess profits credit arises equally during 
each interim period. 


5) Net loss for the year. 

On the same basis, where a loss for the 
year is involved, a fair determination of 
the periodic benefit may be computed 
in the following manner. 


























Excess Cumulative Tax 

Profits Profit Unused Benefit 
Credit (Loss) Credit at 451A4[% 
po ic 5 anh use sues» $ 300,000 ($ 50,000) $ 300,000 $136,500 
PIA WAOISOR 55 oo oi.s o:0sasase dese 's a ge 300,000 150,000 XXX 91,000 
$ 600,000 $100,000 $ 500,000 $227,500 
3rd REN 0 5-5) asp aon te tele 6/998 0 300,000 (200,000) xXx 182,000 
$ 900,000 ($100,000) $ 900,000 $409,500 
MRT NNTRMIREE 25 oc.o'Sisvaie le: dacars tors 300,000 (200,000) xxx 136,500 
$1,200,000 $546,000 


$1,200,000 


The determination of the amount of 
the carryback for interim period state- 
ments presents some interesting problems, 
particularly if several years are involved. 





($300,000) 





The tax benefit is arrived at by ap- 
plying the rate of 4514 per cent. to 
the cumulative unused credit. At the 
end of the first quarter the full amount 








of the excess profits credit allocated 
to that period is unused. At the end of 
the second quarter, the unused credit 
is reduced by the cumulative net profits 
of $100,000 to an unused credit of 
$500,000. 

It may be contended that the carry. 
back benefit should be applied to each 
period on the basis of the actual loss 
or profit before taxes reported for the 
period. Such a basis, however, would 
result in a negative credit for the sec- 
ond quarter, which does not appear 
reasonable because the law provides 
benefits to the extent that the excess 
profits credit exceeds the profit. 


ACCRUAL OF PROFITS ON WAR 
CONTRACTS 


War volumes presented new account- 
ing problems to many companies. For ex- 
ample, the accrual of fees on cost plus 
contracts as received might result in an 
over-statement of income if actual costs 
run in excess of the estimate on which the 
fees were based. Furthermore, accrual of 
any fee other than that applicable to de. 
livered units may prove to represent the 
recording of unearned profits if the con- 
tract is terminated. 

Recording of profits on contracts for a 
large number of units to be delivered 
over a long period of time may require 
special consideration, particularly if this 
method of doing business represents a 
departure from previous conditions. Gen- 
erally, the profit is earned at the time de- 
livery is made. However, the cost of the 
delivered units is not always readily de- 
terminable, particularly if the cost of the 
units are not determined on the basis of 
lots or an a standard basis. In arriving at 
the cost of delivered units, some concerns 
follow the policy of deferring the higher 
cost of the earlier production in addition 
to the cost of experimental models and 
tooling in the hope that subsequent costs 
will decrease. 

This practice is not in accordance with 
the facts (taking into consideration pos- 
sible termination) and is dangerous be- 
cause the hope of lower costs under pres- 
ent conditions may not be fully realized, 
if at all. 


RESERVES FOR CONTINGENCIES 


In recent years, many corporations have 
provided for contingencies arising from 
the war by special charges to income or 
“appropriations” thereof. These provisions 
have frequently represented an attempt 
to reflect currently possible future losses 
on inventories and other losses after the 
war. However, when we think such pro- 
visions through we realize that it is im- 
possible to foresee these possible losses 
with any reasonable degree of accuracy. 

Since the amounts are not factual, it 
would be more realistic to charge profit 
and loss at the time they actually occur 


(Please turn to page 148) 
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Variations in Unemployment 
Insurance Contribution Rates 
By Milton O. Loysen 


The author of this article is the executive 
director of the Division of Placement and Un- 
employment Insurance, Department of Labor, 
State of New York. He addressed the Buffalo 
Control of the Controllers Institute of America, 
on January 9, 1945, on the subject which he 
discusses here. Mr. Loysen was formerly head 
of the Liquidation Bureau of the State Insur- 
ance Department and came to the Division of 
Placement and Unemployment Insurance in 
1938. 

—THE EDITOR 


Few questions concerning the financing of 
governmental activities in New York have had 
such serious and continued attention as “‘ex- 
perience rating’ in unemployment insurance. 
When state unemployment insurance systems 
were established there was litile interest in the 
basic insurance framework within which they 
were expected to operate. Business men knew 
only that a new tax based on payrolls was be- 
ing levied and that at some future date unem- 
ployed workers would draw benefits. 

With the passage of years unemployment 
insurance has developed into a new and highly 
specialized insurance business. Unemployment 
insurance is not a banking system in which de- 
posits are made for future withdrawals. It is 
not a business in which profit and loss are the 
main elements to be considered. Certainly it 
was not designed to make each employer a 
self-insurer. It is a one-year term business 
which requires, first, maintenance of a full 
legal reserve to meet liabilities and second, 
distribution of cost (to employers) on a rela- 
tively stable schedule with due regard for 
factors which. will reliably classify employers in 
accordance with the degree to which their busi- 
ness is exposed to the risk of unemployment. 

Comprehension of the problems of unem- 
ployment insurance by controllers is one of the 
greatest assets the managers of unemployment 
insurance could have. The responsibilities of 
controllers in financial advice to their firms 
have increased sharply in recent years. The 
fundamentals of accountancy itself have altered 
with the changes in economic conditions. The 
development of overhead cost theory, govern- 
ment regulation of certain aspects of business, 
government competition with its inevitable 
“yardsticks,” have opened new fields of respon- 
sibility for controllers. The controller today 
cannot function without considering the broad 
social or economic purposes of many phe- 
nomena with which he comes into contact. The 
attention and advice of controllers on the fi- 
nancial management of unemployment insur- 
ance funds will be of material assistance to the 
satisfactory performance of our task. 


MAIN PRINCIPLES IN RATING 


The first principle that has come to the 
fore with the accumulation of experience in 
the unemployment insurance field is that any 
“rating” of contributors to unemployment in- 
surance funds must be based on at least roughly 
equitable and reasonable measures of their ex- 
perience. Chance factors, events entirely be- 
yond the contributor’s control, should not be 
debited or credited directly to him in the rat- 
ing process. 

The second principle is that the primary re- 
sponsibility of unemployment insurance man- 
agement is to protect against unemployment, 
not to manipulate tax rates. This is, in fact, 
no different from the responsibility of any 
reputable insurance company. It prepares to 


meet the obligations it has undertaken, and 
proceeds from there to assign rates in accord- 
ance with risk factors studied and established 
over an adequate period of time. 

Satisfactory solution of the rate variation 
question in unemployment insurance depends 
more heavily than is generally recognized on 
elementary principles of insurance, because un- 
employment benefits are financed through con- 
tributions, a reserve is maintained, and the 
maximum amount of liability for each claimant 
is fixed by law. With seven years of unem- 
ployment insurance experience behind us, and 
with the most careful study of future liabilities 
that we can make, New York is now ready for 
the first steps in classification of risks to ob- 
tain rating classes. 

The unemployment insurance fund in New 
York State is now at $840 million and will 
reach about $950 million by June 1945. The 
rate of accumulation has been sharply and un- 
expectedly accelerated by the war. In the last 
calendar year, the net increment to the fund 
was approximately $200 million. If the war 
continues another year and production remains 
at current levels the fund will accumulate an- 
other $200 million. 

Each year since 1939 it has been necessary to 
estimate both the cost of proposed changes in 
benefits and also the prospective outlay for 
several years ahead. At any point when the 
future of employment is uncertain, as in 1940 
when the European war was having its first 
impact, extreme caution is required in estimat- 
ing future liabilities. Now in 1944, we have 
made estimates of annual outlays for each year 
up to May 1951, assuming as unfavorable em- 
ployment conditions as an unemployment in- 
surance system could reasonably be expected to 
cope with. With our fund at its present level 
and assuming no radical extensions of benefits, 
a small surplus may exist in each of several 
years of this future period. Our tax rate has 
evidently been too high over the last nine 
years. Unemployment liability will not in- 
crease proportionately with the recent increase 
in payrolls. The question therefore arises as 
to the best method of distributing this surplus 
among contributing employers. This is the 
point at which the two main principles in un- 
employment insurance operations must be con- 
sidered. The first is the measure used for rat- 
ing; the second is the calculation of reserves. 

First, let us glance at present rating tech- 
niques in American unemployment insurance. 
Under the terms of the State laws, unem- 
ployment insurance payments to workers are fi- 
nanced from a payroll tax levied on employers. 
Contributions made to state unemployment in- 
surance funds may be used to offset the federal 
unemployment tax.’ The federal tax is at a 
uniform rate of 3 per cent. of payroll. The 
States may tax as they wish, but not more than 
90 per cent. of the amount of federal tax due 
may be credited by means of State payments. 
On the other hand, the federal Act permits a 
tax credit up to 90 per cent. even though an 
employing unit does not actually pay that 
much to a State fund, provided the reason for 
the lower payment is a good employment rec- 
ord compared to other employing units in the 
state? This form of rate variation is known as 
“experience” or “merit” rating. Rather wide 
latitude is given under the federal Act in se- 
lecting the measure of a good employment rec- 


* Section 1601 of Internal Revenue Code. 
* Section 1602 of Internal Revenue Code. 
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ord, the only fixed criterion being that three 
years of exposure to unemployment risk are 
required before an employer is entitled to credit 
for a good record. 

Forty-two states had rate variation systems 
in operation by the end of 1944. Most of them 
(26) use the reserve-ratio plan, whereby the 
individual employer's “reserve’’—i.e., his ac- 
cumulated contributions minus benefits paid 
to his former employees and charged against 
his account—is expressed as a percentage of 
his payrolls, and he is assigned a rate varying 
inversely with the size of this percentage. Five 
states use the “benefit-ratio” plan, under which 
a rating is established by comparing benefits 
paid to workers with payrolls of their former 
employers. Two states combine the above two 
methods; one uses “compensable separations” 
instead of dollars of benefits as the debit item. 
The eight remaining states use the benefit- 
wage-ratio plan, under which the factors used 
in calculation are the wages paid to former 
employees and the total payrolls of the firm, 
rather than benefits or contributions. All these 
plans are basically the same: the benefit, dis- 
qualification and penalty experience of em- 
ployees who have been separated from employ- 
ment is compared with the payroll experience 
of their former employers. 


RATING BY BENEFIT EXPERIENCE 


These plans that use benefit experience in 
one guise or another as the basis for rating are 
rating the worker’s experience, not the employ- 
et’s. This is logical in view of the form of the 
rating plans, but when it is done it is highly 
unfair, since there is a great area of benefit ex- 
perience which employers are helpless to control. 

Let us take an example. A manufacturing 
firm lays off thirty workers from different de- 
partments in the course of a month. Five of 
them are skilled workers with years of experi- 
ence in the community. They own their own 
homes and are in the process of raising fam- 
ilies. They look for work at other nearby 
plants. Some time may pass before they are 
all able to find new employment and in the 
meantime they are making legitimate claims 
against the unemployment insurance fund. 
Under the conventional experience rating plans, 
the charge against the employer who laid them 
off will be determined not by his own action, 
but by the time at which other employers find 
a ‘place for these men in their establishments. 
Others of the former employees may seek work 
in other communities and obtain it after vary- 
ing lengths of time. Two or three of them 
may fall ill a month after their separation from 
employment and draw no benefits from then 
on. One or two may be inefficient job seekers 
and remain unemployed until they have ex- 
hausted their rights. 

By what reasoning can this kaleidoscopic ex- 
perience be assigned to the employer who orig- 
inally laid off these workers? The fallacy be- 
hind this method of rating employers springs 
from the assumption that every firm has its 
own identifiable pool of workers whose experi- 
ence during unemployment it can always con- 
trol, either by re-hiring or by exercising a de- 
liberate control as to the length of benefit pe- 
riods of its former workers. No one familiar 
with the problems of the business world or the 
employment patterns of the working popula- 
tion could possibly hold such a view. 

Yet this artificial assumption is not only ac- 
cepted but is even being elaborated in unem- 
ployment insurance rating operations. There is 
a provision in a few State laws for “credits 
for re-hiring.” Under this provision, a firm 
which retires a laid-off worker before he has 
drawn more than a stated amount of benefits 
is entitled to a credit to its account. 

In the first year of Pennsylvania experience 
with a re-hiring credit provision, only 299 
employers out of 129,491 received a lower rate 
than they would have received had no such 
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credit been allowed. Most of these firms were 
in the coal industry—an industry which hap- 
pens to be characterized by a rather fixed labor 
force. Another illustration is from the apparel 
trades where workers are ‘‘assigned”’ to certain 
shops under the terms of union agreements. 
If we had a re-hiring credit provision in New 
York, it would probably benefit the apparel in- 
dustry. But neither of these situations is at all 
typical of general business experience and there 
is no conceivable equity in assuming that the 
employment practices of these two industries 
constitute a standard toward which every 
business enterprise could or should aim. 

The conditions under which a firm can re- 
hire an employee who has been laid off are not 
within its control in most instances. No one 
wants to re-hire an inefficient employee. He 
may be generally inefficient, or he may have 
been merely unsuited to his job. What moral 
virtue, or what economic good, comes of re- 
hiring him? What control can an employer 
exercise over employees laid off who promptly 
seek new jobs? And as for the mass layoffs of 
employees when war work is completed, does 
any one assume that all the employees can be 
re-hired in order to avoid payment of unem- 
ployment benefits of them? For the standpoint 
of these employers unemployment taxes at the 
maximum rates are clearly less costly than the 
maintenance of this payroll. 

Allocation of benefit experience through 
charging an employer’s account therefore does 
not always reflect accurately the employer's 
own experience with the risk of unemploy- 
ment. The rate derived from such charges is 
subject to a large chance factor. 

In studying plans for rate variation in New 
York, we have found that because experience 
is still limited there are few factors sufficiently 
well-established and sufficiently reliable to be 
used as a basis for deviation from a manual or 
normal rate. Benefit experience per se is not 
completely reliable. In its pure form it results 
in making every employer a self-insurer. It is 
the antithesis of pooling of risks. 

There are several possibilities for rating 
that would relieve contributors of the distorted 
and fortuitous rates produced by using the ex- 
perience of beneficiaries. Employment or pay- 
roll fluctuations appear to be an obvious and 
direct measure of employer experience. Factors 
developed through the use of payroll varia- 
tions would of course not reflect turnover of 
employees but neither does turnover result in 
any net loss to the fund. Although labor turn- 
over may be a bad thing for business in some 
respects, it is, as has been pointed out above, 
often advantageous. Consequently in devising 
a rating plan for unemployment insurance, it 
is best to ignore it so as to avoid emphasizing 
an inequitable business behavior standard. So 
far as the security of the fund is concerned, it 
does not matter statistically which persons are 
employed, for if five men are hired as replace- 
ments cf separated employees, they are re- 
moved from the benefit file and their place is 
taken by the five who were separated from the 
payroll. 

Another plan that has received attention this 
year involves the award of credits in accord- 
ance with the length of time in business. This 
is an extension of the principle that no firm 
with less than three years of experience has 
had adequate exposure to be rated. It is well 
known that prospects of continued operation 
(and therefore of continued employment) in- 
crease with the longevity of a business enter- 
prise. This simple measure would therefore 
credit on the basis of future prospects of main- 
taining employment and since future liabilities 
are the concern of the fund, such a foundation 
for rating is reasonable but may not be ac- 
ceptable, in the light of the present require- 
ments of the Federal Unemployment Tax Act 
if used alone. 

Any of these plans could of course be modi- 
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fied as the passage of time shows that more 
refined rating is appropriate. Our studies of 
experience since 1938 demonstrate that employ- 
ment and unemployment conditions need con- 
tinued close analysis for a considerable period 
of years before an elaborate rating plan that 
will be both safe and equitable can be con- 
structed. 

The most unsuitable practice we could 
adopt, in view of our reliance on a payroll tax, 
is a pay-as-you-go plan whereby only recent 
and current experience is considered in financ- 
ing the system. Its effects may be illustrated 
very simply. A firm holding war contracts 
triples its labor force; it hires every available 
worker in its own locality and reaches out to 
draw in hundreds of workers from neighboring 
regions. It pays wage premiums for night 
shifts, and overtime rates. Its payroll, and 
therefore its contributions to the state unem- 
ployment compensation fund, mount rapidly; 
its unemployment record is practically zero, for 
even if there are separations from the firm the 
worker finds a new job elsewhere immediately. 
This firm’s reserve-ratio, or benefit ratio, or 
benefit-wage ratio, is at a high point and it 
pays the Jowest tax permissible in the state. 
In some states it would pay no tax at all. 

Now it is obvious that this method of es- 
sentially current financing is weakening the 
state fund, which will have a period of heavy 
liability to face when war work is completed. 
Every other firm in the state is being treated 
in the same way, by reference to its current 
or most recent experience only. The cumu- 
lative effect of rates established in this man- 
ner is to produce a thoroughly unsound situa- 
tion. The size of the fund is a purely accidental 
result produced by current experience. 

Further, every firm in the state has a rate 
fixed by reference to its individual record. To 
assign rates based upon these actual loss ratios 
is the equivalent of allowing a fire insurance 
company, for instance, to group all its ac- 
counts that had no fires in one rate class with 
no charge at all, those that had a trifling fire 
in another rate class with a small premium 
charge, and those with substantial or total 
losses in a third rate class with a heavy pre- 
mium. This method of fixing premiums is so 
obviously at variance with the main objective 








of insurance that it is no longer permitted un. 
der the modern insurance laws in this country, 
Why then should it be revived in the manage. 
ment of our unemployment insurance funds? 

The conventional experience rating plans are 
founded on a pay-as-you-go philosophy. Only 
since the war have a few states realized that 
inflated employment means inflated liabilities, 
Such states have imposed ‘‘war risk rates” on 
firms with war expanded employment. There 
are also thirty or more states which take the 
size of the general state fund into account in 
determining individual rates. This is a step in 
the right direction but the bases for deter- 
mining the adequacy of the fund are some- 
times far from safe. Often the provision merely 
states that the fund must be equal to benefits 
paid in several immediately preceding years, 
There is no guarantee in such short experi- 
ence as we have had so far with unemploy- 
ment insurance liabilities that the record of 
three or five preceding years is reliable for the 
future. 

No one in the unemployment insurance field 
wishes to collect from employers more than is 
needed for the actual operation of the system. 
But we have a statutory obligation under these 
laws to pay stated amounts of benefits to eli- 
gible workers out of a reserve accumulated for 
that purpose. The number of future claims and 
the duration of payment are not determined by 
the number of claims and the duration of pay- 
ment in the immediate past. Therefore the first 
step in managing a rating plan in unemploy- 
ment insurance is to estimate future liabilities, 
including possible extreme drains, and to de- 
termine the reserve necessary to meet these 
liabilities. Once the necessary reserve has been 
calculated, a surplus found in the fund may 
be distributed to the premium payers who, to 
that extent, have overpaid. The determination 
of whether a surplus exists is the first step in 
the rating process. 

Conservative financial planning in unem- 
ployment insurance will do more than guaran- 
tee the minimum protection against unemploy- 
ment expected by our citizens. It»will produce 
a tax policy that makes the tax expense to 
contributors a relatively certain and _ stable 
amount, without distortions and violent fluctu- 
ations created by inappropriate economic ob- 
jectives or hasty judgment as to experience. 


State and Local Responsibility 
Needed In Social Security 


Present trends in social security were ana- 
lyzed by Mr. Clarence A. Jackson, executive 
vice-president, Indiana State Chamber of Com- 
merce, at the 13th Annual Meeting of the 
Controllers Institute of America recently held 
in Chicago, at which time he declared that 
the “introduction of the Wagner-Murray Bill 
and the Murray-Kilgore Bill has been a good 
thing. It has aroused people—employers and 
employees—to thinking about and _ studying 
this tremendous problem of security. There is 
now a realization that if we are not careful 
we can permit ourselves to be regimented 
within the framework of so-called Social Se- 
curity to the point where singing ‘the land of 
the free’ would become an idle mockery. 

“If the proposed Wagner-Murray Bill were 
to pass in its present form, it would be the 
same thing as passing a law which would 
brand every new-born babe, ‘This is the 
property of the Federal Government.’ 

“Today, the battle between those who want 
complete federal control and higher and 
higher benefits, as compared with the present 
system, is at a stalemate. We must continue to 
fight not only to prevent gains by federalists, 
but also to stop them. We must move back 
toward state and local governmental respon- 


sibility. 





“The September, 1944, issue of the Ameri- 
can Federationist reviews the Murray-Kilgore 
Bill fight and says, ‘Labor’s fight must go 
on.’ But this is not labor's fight—it’s a fight 
to preserve the American system of govern- 
ment. Labor leaders who urge complete fed- 
eralization and more and more benefits by 
deficit financing are not ‘liberals’ but the most 
dangerous kind of reactionaries. 

“We want free enterprise in this country— 
more green lights than red lights on our busi- 
ness and professional highways to accomplish- 
ment and success. Free enterprise means not 
only the freedom to lose or make a profit in 
business. It also means the right to quit a 
job, to change jobs or to take a vacation. It 
involves the necessity of speeding up produc- 
tion to meet demand, and slowing up when 
there is no market—‘plenty-of-work’ times 
and ‘little-work’ times as people under the 
free enterprise system decide to buy or not to 
buy—or to change their taste in toothpaste, 
automobiles or jazz. 

“This all means, in my judgement, that a 
sound, sensible Social Security system, care- 
fully watched and run by all the people—with 
the present coordinated federal, state and 
local governmental machinery—is a vital, 
necessary part of the Free Enterprise system. 
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Device for Waking Persons from Sleep, U. 8. Pat. No. 286,265, 
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granted 1882. Patent description supplied upon request. 


How to wake up... the hard way 


Just “set” the gadget above for, say, 
seven o’clock. And next morning it 
gets you out of bed . . . by dropping 
down and banging you on the head! 

Most people, we feel fairly sure, 
would settle for an ordinary alarm 
clock instead. For why do things 
the hard way when there’s an easy 
one at hand? 

Take payroll-preparing as another 
case in point. There’s an easier way 
to do that, too! It’s the Comptom- 
eter Check-and-Payroll Plan .. . 


N.W. AYER & SON 


and it can put an end forever to the 
perpetual filing, posting and book- 
keeping that bogs your department 
down. 


One short form takes care of five 
operations! Because the system is so 
simple, you can complete the pay- 
roll and have checks in the employees’ 
hands in a remarkably short time. 
And the Comptometer method is 
flexible. Every machine works a full 
week. There are no peak loads on 
one day. 


Get a complete outline of this 
lower cost, quicker way from your 
nearest Comptometer Co. represen- 
tative. There is no charge for his 
service. The Comptometer, made 
only by Felt & Tarrant Manufac- 
turing Co., 1734 N. Paulina Street, 
Chicago 22, IIl., is sold exclusively 
by the Comptometer Company. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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’ Personal Items of Interest to Controllers 





Mr. John M. Wollmer, a member of the 
Controllers Institute of America, was recently 
elected secretary of the American Transformer 
Company, Newark, N. J., of which company 
he is also controller. 

Mr. Douglas H. Swanson was elected to the 
office of controller of Empire State, Inc., New 
York, at the December 12 meeting of the board 
of directors of the corporation. Mr. Swanson, 
a member of the Controllers Institute of Amer- 
ica, had previously served as auditor of the 
company. 

Mr. H. W. Cudding was appointed works 
controller of Crucible Steel Company of Amer- 
ica in the Syracuse district, comprising the Hal- 
comb, Sanderson, and Emerson Works. With 
the company since November, 1943, as assist- 
ant works controller, Mr. Cudding came to 
Syracuse from Dayton, Ohio, where he was 
with the Univis Lens Co. Before going with 
Crucible, he was controller of Rogers Silver- 
ware Company for many years. He is a mem- 
ber of the Controllers Institute of America. 

Mr. Paul Haase, assistant secretary of the 
Controllers Institute of America, was re-elected 
treasurer of the National Association of Public 
Relations Counsel at the recent annual meet- 
ing of the organization. Mr. Haase, who is 
also managing editor of THE CONTROLLER, is 
this year completing a three-year term on the 
board of directors of the Association and is 
likewise serving as chairman of the Finance 
Committee. 

Mr. Calvin A. Vollmer recently accepted the 
position of controller of the Gibson Wine 
Company, Cincinnati. A member of The Insti- 
tute since October, 1940, Mr. Vollmer had 
previously served as treasurer of The Axton- 
Fisher Tobacco Company of Louisville. He was 
also active in the Louisville Control of The 
Institute in which he held the post of treasurer 
as well as being a member of the board of 
directors. 

Mr. William B. Harrell, auditor of the 
Louisville Tin and Stove Company, was named 
treasurer of the Louisville Control of The In- 
stitute at the January 31 meeting of the Con- 
trol’s board of directors. Mr. Harrell succeeds 
Mr. Calvin A. Vollmer, who resigned because 
of a new business connection in Cincinnati. 
Mr. James R. Arthur, controller of the Tobacco 
By-Products and Chemical Corp. of Louisville, 
was named chairman of the audit committee of 
the Louisville Control succeeding Mr. Harrell. 


Mr. Raymond A. Smardon, who has held the 
position of controller and auditor with The 
William L. Gilbert Clock Corporation, of Win- 
sted, Connecticut, recently resigned his post to 
accept a new connection in California. At the 
same time, Mr. Smardon, a member of the Con- 
trollers Institute of America since October 
1940, also resigned as The Institute’s repre- 
sentative on the Sub-Advisory Committee on 
Government Questionnaires of the Consumer 
Durable Goods Industry, on which he had been 
serving for the past several months. 

Mr. Frank J. Scott was elected president of 
the Morris Plan Insurance Society on January 
25, 1945, succeeding the late Robert W. Wat- 
son. The society specializes in underwriting 
loans extended through Morris Plan Banks 
throughout the country. 

Mr. Maurice T. Lindquist, who has been 
associated with the Kroger Grocery & Baking 
Co., Cincinnati, for the past 14 years in ac- 
counting and control activity, was named gen- 
eral manager and controller of the manufac- 
turing division of the company on February 1. 
Mr. Lindquist is currently serving as vice- 


president of the Cincinnati Control of The In- 
stitute. 

The Lehigh Valley Railroad announced on 
February 2 that Mr. R. E. Gaugh had been 
named controller to succeed Mr. A. F. Bay- 
field, who retired under the pension rules of 
the company. Mr. S. S. Moore has been pro- 
moted to assistant controller. 

The by-line of Mr. Thomas B. Frank ap- 
peared recently on a book, “Roaming the 
States” published by Richard R. Smith, 120 
East 39th Street, New York. Sub-titled “A 
Photographic Journey,’ the book presents a 
series of unusually interesting photographs 
taken in all parts of the country, including 
some in Nova Scotia, together with. brief ex- 
planatory texts accompanying each photograph. 
Practically all of the photographs reproduced 
were taken by the author, a member of the 
Controllers Institute of America since No- 
vember 1942, who was formerly comptroller 
of Hayward-Schuster, Inc.. New York City. 


Mr. Willard D. Holt, assistant secretary of 
the Provident Mutual Life Insurance Com- 
pany of Philadelphia, is the author of an arti- 
cle, recently published in ‘‘Systems’’ magazine, 
on “Centralizing Policy Accounting.” The 
article covers the methods used by his company 
in recording details of more than 300,000 in- 
dividual policies. Mr. Holt, is a member of the 
Controllers Institute of America, having been 
elected to membership in April, 1941. 

Mr. L. S. Cline, elected to membership in 
the Controllers Institute of America in No- 
vember 1940, is now comptroller of Eversharp, 
Inc., of Chicago. Mr. Cline was formerly sec- 
retary and controller of the American Hoist 
and Derrick Company of St. Paul. 

Mr. A. Norman Graf, who was divisional 
treasurer of the Ontario Biscuit Company of 
Buffalo until recently, has joined the Lockport 
Unit Parts Company of Lockport. Holder of 
membership certificate number 1121, Mr. Graf 
was elected to membership in The Institute, in 
January 1938. 

Mr. Raymond F. Kelley has been named 
accounting assistant to William B. Given, Jr., 
president of the American Brake Shoe Com- 
pany. With the firm since 1920, he had been 
assistant comptroller since 1929. 

Mr. Wilfred Reetz, controller of Stewart- 
Warner Company, Chicago, and a member of 
the Controllers Institute of America, is the 
author of an article entitled ‘The Contractor's 
Organization for Terminations” which was 
published in the January, 1945, issue of “The 
Accounting Review.” The article is based 
largely on Mr. Reetz’s experience in connection 
with his company’s contract termination set-up 
and includes an organizational chart which 
indicates that policy determination is vested 
in a contract termination committee consisting 
of various top executives within the company, 
under the chairmanship of a vice president of 
the company. The responsibility for carrying 
out policies in the preparation, negotiation and 
settlement of claims and the disposal of termina- 
tion inventories, the article indicates, is vested 
in the controller of the corporation. He, in 
turn, delegates his authority to a contract ter- 
mination chief, who has charge of the inventory 
control, the claim processing, the accounting 
and field representative sections. A number of 
other interesting points on termination pro- 
cedures are brought forth in Mr. Reetz’s article. 

Mr. W. L. Eggert, formerly comptroller of 
Moore Business Forms, Inc., Emeryville, Cali- 
fornia, has been named assistant to the general 
manager of that company. Mr. Eggert has been 





a member of The Institute since January, 1935, 
and is now serving as a National Director, 


Mr. L. G. Ihrig, a member of The Insti. 
tute since March 1939, was named vice. 
president and treasurer of the Egry Register 
Company of Dayton, of which firm he for. 
merly was office manager, it was announced 
recently. 


Mr. Geo. D. Kasten, a member of the Con. 
trollers Institute of America since December, 
1939, was unanimously elected to the Board of 
Directors of Mills Industries, Incorporated, of 
Chicago, on February 13, 1945. Mr. Kasten 
is also secretary and controller of the company, 


Mr. Elmer K. Higley, a member of the 
Controllers Institute of America since Febru- 
ary 1943, recently resigned his position as 
general auditor of the Middle West Service 
Company, Chicago, and accepted the post of 
controller of the Public Service Company of 
Oklahoma, Tulsa. 


Mr. Rudolph Epstein, who was elected to 
membership in The Institute recently, has been 
assigned the duties of assistant treasurer by 
the Board of Directors of Eureka Shipbuild- 
ing Corp., of Newburgh, N. Y., and will also 
continue his present duties as comptroller of 
that company. 


Mr. Herbert J. Myers, controller of Farns- 
worth Television & Radio Corporation, Fort 
Wayne, Indiana, is temporarily situated in 
San Francisco where he is on leave from his 
company, to do special work with the U. S. 
Signal Corps Cost Analysis Agency, as chief 
analyst for San Francisco and Los Angeles in 
connection with contractors’ financial and cost 
reports as well as termination audits. Mr. 
Myers is a member of the Controllers Insti- 
tute of America. 


Mr. Earle G. Christian was appointed secre- 
tary of Cities Service Co. in February. A mem- 
ber of the Controllers Institute of America 
since August 1939 and holder of membership 
certificate number 1489, Mr. Christian had 
previously held the post of controller in the 
company which he joined in 1914 as a meter 
reader, being made controller in 1939. Mr. 
Christian is succeeded as controller by Mr. 
Chester E. Weger, who served as manager of 
the company’s budget department from 1924 
to 1938 when he was named treasurer of Pe- 
troleum Advisers, Inc. 


Effective February 16, 1945, Mr. Thomas L. 
Evans, comptroller of Weston Electrical Instru- 
ment Corporation, Newark, N. J., and a for- 
mer member of the National Board of Di- 
rectors of the Controllers Institute of America, 
relinquished his duties as compiroller to as- 
sume the definite executive title of assistant 
to the president. Mr. Evans will continue as 
assistant secretary of the corporation and in 
his new post will coordinate and consolidate 
accounting and financial reports to the presi- 
dent, among the specific duties assigned being 
the budget directorship. Mr. Evans is holder 
of membership certificate number 379 in the 
Controllers Institute of America by virtue of 
election in September 1934 and is presently 
serving as a member of the Advisory Counsel 
of The Institute. 


Mr. F. Gerald Hawthorne has been named 
successor to Mr. Evans, as comptroller of the 
corporation. He has been a member of the 
Controllers Institute of America since August 
1938 and is holder of membership certificate 
number 1265. Mr. Marshall B. Nunlist was ap- 
pointed assistant comptroller at the same time. 
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Controllers to Analyze Federal Tax Plans 











By Arthur R. Tucker 


The federal tax situation was studied 
and reviewed in detail at a meeting of the 
Committee on Federal Taxation, of the 
Controllers Institute of America, on Feb- 
ruaty 9, in New York City. As a result 
it was decided to undertake a study of the 
many plans that have been put forward 
by groups and associations with respect 
to fundamentals of future revenue legis- 
lation. That study is to be made by a 
subcommittee of the Committee on Fed- 
eral Taxation. Mr. Oscar N. Lindahl, 
chairman of the Committee, is to name 
the subcommittee shortly. The subcommit- 
tee will be asked to report its recommen- 
dations for approval or acceptance of the 
phases of the dozen or more plans to be 
reviewed, which they feel can be pre- 
sented to Congress as representing the 
sound views of business generally—a com- 
promise of the best features of the many 
proposals that have been made in the 
past year. 

It was pointed out that so many diverse 
recommendations have been made to 
Congress that the Ways and Means Com- 
mittee is unable to discern what business 
really wants and favors in the way of tax 
revision. Business has gone at the matter 
in a hit-or-miss way which shows lack 
of uniformity of thought concerning such 
matters as: 


1. The elimination of double taxation. 

2. Whether to place em phasis on high cor- 
porate taxes or on high individual taxes. 

3. How to treat the tax on capital gains. 

4, Whether the government should con- 
tinue to maintain high excise taxes. 

5. Possible taxation of government-op- 
erated enterprises and cooperatives in 
competition with private industry. 


With respect to matters which may 
come up for decision by Congress at an 
eatlier date, these were mentioned: 
When will postwar bonds be made ne- 

gotiable ? 

Willaccelerated depreciation be authorized ? 

Should the excess profits tax be decreased ? 

The position of the taxing authorities 
with respect to carry-backs and carry- 
overs in the interim period before the 
postwar revenue act is adopted. 

Shall tax returns be accepted on the basis 
of annual books as certified by public 
accountants ? 

When there is a carry-back can it be pro- 
vided that no other factor in that year’s 
return shall be reopened ? 


The Committee discussed the almost 
unanimous desire of business for repeal 
of the capital stock tax, and an its 
many obnoxious features and the trouble 


which it causes business executives. A 
statement made by Representative Frank 
Carlson, of the House Committee on 
Ways and Means, was quoted, to the effect 
that, when the Ways and Means Com- 
mittee all agree that the capital stock tax 
should be eliminated, they come to the end 
of the budget session and find they must 
have $150,000,000 and it goes in again. 

The Committee came to the conclusion 
that there is not much hope of having this 
particular tax eliminated until the war 
is terminated. 

The results of a recent sounding of 
opinion of members of The Institute 
with respect to desirable changes in the 
Revenue Act indicated that the major 
changes mentioned most frequently in the 
replies received were: Repeal of capital 
stock tax, repeal of tax on dividends, re- 
peal or modification of excess profits tax, 
repeal of declared value excess profits 
tax, clarify and liberalize carry-back and 
carry-forward provisions, clarify and lib- 
eralize depreciation allowance, permit con- 
solidated returns without penalty, and 
modify withholding tax provisions. 

That is the picture of current thinking 
among controllers, with respect to desir- 
able new legislation of a corrective char- 
acter. They were not asked to comment 
on the several proposals that have been 
made with respect to major revisions of 
the revenue system. 

Other suggestions, which occurred less 
frequently among the responses received, 
but which are significant, are: Reduce or 
eliminate surtax on individuals, eliminate 
tax on unreasonable accumulation of sur- 
plus, combine the normal and surtax on 
corporations, cancel gains and capital loss 


provisions, restore provision for graded 
taxation of gains or capital losses on 
capital transactions, allow deductions for 
postwar expenses, legislate specific accrual 
dates for taxes, liberalize allowance for 
medical expenses, change from statutory 
tax of net income to net income calcu- 
lated generally on accepted accounting 
principles, support Carlson bill for cre- 
ating committee, provide equitable appli- 
cation of income tax. 

The postwar tax bill, the Committee 
believes, will cover a great deal of ground. 
The conclusion was reached that elimina- 
tion of the capital stock tax could be 
recommended at any time, but that no 
attempt should be made to find a sub- 
stitute for it, or to simplify it. The ob- 
jective should be to bring about its elimi- 
nation, as an outright nuisance. 

Concerning the prospects for new reve- 
nue legislation, the information which 
was brought to the Committee’s attention 
was to the effect that no bill would be 
enacted until the war in Europe has been 
won, and that the law which would be 
proposed then would be intended to 
cover the postwar and reconversion pe- 
riods, and would contain widespread 
changes, but not a major revision. The 
impression is that new revenue legisla- 
tion may be expected late in 1945. 

The opinion was expressed by several 
members of the Committee that Congress 
is through tinkering with the present 
structure as a war tax structure. There 
are still some mistakes in it, some inequi- 
ties, it was agreed, but Congress has 
tuned it up to the point where it is will- 
ing to let it ride. 


New York State Controls Form 
Legislative Committee 


Formation of a New York State Committee 
on Legislation was completed in February, 
with representatives of the Buffalo, Rochester, 
Syracuse and New York City Controls of The 
Institute making up the personnel of this com- 
mittee, which will devote its attention to 
New York State legislative matters of interest 
to controllers and financial officers. 

The chairman of the newly organized com- 
mittee is Mr. William Widmayer, vice-presi- 
dent and controller of the Guaranty Trust 
Company of New York. A preliminary meet- 
ing of the New York City members of the 
committee was held on February 20 at Mr. 
Widmayer’s office, and a meeting of the en- 
tire committee covering representatives of the 
four controls was subsequently scheduled for 
March 1 in New York. 

At the start, the main interest was centered 
in the proposals being considered by the New 
York State Legislature as to the adoption of a 
merit rating program in connection with the 


state’s unemployment insurance setup. 


The full membership of the inter-control 
committee includes: 


Buffalo Control: Mr. Thomas L. Evans, J. N. 
Adam & Co.; Mr. James E. McMullen, The 
Carborundum Co., Niagara Falls. 

New York City: Mr. William Widmayer, 
Guaranty Trust Company of New York; Mr. 
Herbert Pearce Brown, National Dairy Prod- 
ucts Corporation; Mr. G. E. Foster, The 
Brooklyn Union Gas Company; Mr. Charles 
B. Lunsford, The Equitable Life Assurance 
Society of the United States; Mr. Winfield I. 
McNeil, General Aniline & Film Corpora- 
tion; Mr. Lyle M. Prouse, Sperry Gyroscope 
Company, Inc.; Mr. Kenneth C. Richmond, 
Abraham & Straus, Inc. 

Rochester Control: Mr. A. N. Masucci, Hickey- 
Freeman Company. 

Syracuse Control: Mr. John R. Tuttle, Crouse- 
Hinds Company; Mr. John A. Williams, 
Niagara Hudson Power Corporation. 











Ordering Utility Rate Reductions to 
Cut Excess Profits Tax Liability 
Raises Other Considerations 


Late in November, 1944, the Public 
Service Commission of the state of Mich- 
igan acted on two occasions to reduce fed- 
eral excess profits taxes of public util- 
ities by means of orders reducing bills of 
customers of the utilities. Early in 1944, 
the State’s Public Service Commission had 
ordered the Detroit Edison Company, it 
was reported, to rebate $10,450,000 to its 
patrons. 

On November 28 the Commission or- 
dered a 75 per cent. reduction in the De- 
cember bills of the Consumers Power 
Company which serves gas, electricity and 
steam heat in south Michigan. This or- 
der was expected to reduce the company’s 
gross revenues between $3,750,000 and 
$4,000,000. The Associated Press re- 
ported that the company had estimated 
its 1944 excess profits tax at approxi- 
mately $5,000,000. 

On November 29, the Michigan Con- 
solidated Gas Company was ordered to 
reduce its December bills to consumers 
by 31 per cent. eliminating an estimated 
$1,000,000 charge for federal excess 
profits taxes, according to the Associ- 
ated Press. 

In the course of an article on ‘Rate 
Reductions vs. Excess Profit Taxes,” in 
the American Gas Association Monthly 
for November 1944, Mr. C. E. Packman, 
a member of the Controllers Institute of 
America, and controller of the Middle 
West Service Company, Chicago, brought 
out a number of pertinent observations 
on this much discussed topic in the pub- 
lic utility field. Mr. Packman is currently 
serving as chairman of the accounting 
section of the American Gas Association. 

“In most of the discussions which 
have sprung from the Detroit Edison 
case,” Mr. Packman pointed out, “only 
the economics and equities of the situa- 
tion have been explored. By and large 
it appears to be taken for granted that 
there are no serious technical questions 
involved. Some have gone so far as to 
assert that reasonable rates to consumers 
will produce no excess profits tax liability 
to be met by the utilities. Presumably 
that philosophy also envisages that on 
that basis utilities will also have left a fair 
return. 

“A study of the Internal Revenue Code 
indicates quite the contrary, generally 
speaking. The Code provides two meth- 
ods by which taxpayers may compute their 
excess profits credits, which are used in 
determining the amount of income sub- 
ject to the excess-profits tax: (a) the In- 
vested Capital Credit Method and, (b) 
the Income Credit Method. Having de- 
termined the credit, total taxable income 





is divided into two portions if it is in ex- 
cess of the sum of the credit plus the 
specific exemption. If there is such an 
excess the portion equal to the credit and 
exemption is subject to the normal tax 
and surtax and the balance is subject to 
the excess profits tax. Both portions are 
sometimes subject to further adjustment 
in computing the surtax and the excess 
profits tax, but these variations will be 
ignored for purposes of simplicity. If 
the taxable income does not exceed the 
total of the credit plus the exemption 
then the entire amount is subject to the 
normal tax and the surtax.” 

After analyzing both the invested cap- 
ital credit method and the income credit 
method, Mr. Packman then turns his at- 
tention to the carry-back and carry-for- 
ward provisions of the Internal Revenue 
Code pointing out that these provisions 
will be lost to utility companies if they 
are subjected to rate reductions designed 
to eliminate excess profits taxes. 

“Most utility companies,” Mr. Pack- 
man says, “expect a period of declining 
earnings in the postwar period and are 
seriously concerned with any rate adjust- 
ment program which will take from them 
the relief provided by the carry-back of 
unused Excess Profits Credit. 

“From the point of view of the ques- 
tion in hand, they may be somewhat less 
interested in the carry-forward of such 
unused credits. Certainly, however, it 
would be exceedingly unwise to convert 
excess-profits taxes into consumer rate re- 
ductions, which would, thereby, eliminate 
the stabilizing effect of the carry-back 
provisions. 

“The Excess Profits Tax is a war tax, 
which everyone hopes will be abolished 
reasonably soon after the termination of 
hostilities. Permanent rate reductions for 
the purpose of eliminating this tax will 
continue after the abolition of the tax. 
Wise rate regulation will certainly not 
proceed on a course which merely produce 
conditions where subsequent rate increases 
may be inevitable.” 

In conclusion, Mr. Packman points out 
that ‘‘there are other conditions which, 
under the Internal Revenue Code, may 
produce so-called excess profits tax but 
which tax is in fact not excess profits tax 
at all and should not be the cause of a 
permanent reduction in rates or a consum- 
ers’ dividend. For example: 


“(a) Interest charges may have been 
substantially reduced by refunding or debt 
retirement transactions subsequent to the 
years of the base period. Consequently, 
in case of the companies using the Income 
Credit Method, the increased income 
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caused by the reduced interest charges is 
subject to Excess Profits Tax, notwith. 
standing that such income is in no real 
sense, excess profits. 

‘(b) Net investment in plant may 
have increased materially since December 
31, 1939, through the expenditure of de- 
preciation, amortization or surplus funds. 
In the case of companies using the In- 
come Credit Method, any earnings upon 
such increase in net investment in plant 
will become subject to excess profits tax; 
in the case of the companies using the In- 
vested Capital Method, if the funds are 
derived from sources which produce no 
increased Invested Capital, the increased 
earnings will be subjected to excess profits 
tax. Again this increased income is not 
excess profits in any real sense. 

“(c) Depreciation rates presently al- 
lowed for tax purposes may be substan- 
tially lower than those allowed in the re- 
turns during the base period years and the 
increased taxable income thereby created 
is subjected to Excess Profits Tax. Sur- 
prisingly enough, this is a common occur- 
rence and, while it should not be implied 
that it is the motive, increased excess- 
profits taxes may be the end result. 


“Other similar conditions may exist 
which do not come readily to mind. 

“Taken all in all, however, it will easily 
be seen that the operation of the Internal 
Revenue Code, as it relates to utilities, is 
a delicate and easily unbalanced structure. 
No course of rate reductions designed for 
the purpose of eliminating excess profits 
taxes can be uniformly applied. Even if 
such a program is to be adopted on the 
basis of giving due consideration for con- 
ditions existing in different companies, 
the analysis of each company’s circum- 
stances requires the most exhaustive study. 
In each case, the final conclusion should 
rest upon a consideration of all of the cir- 
cumstances, and not upon the immedi- 
ately indicated effect on consumers’ rates 
and current rate of return alone.” 


Low Postwar Interest 
Rates Are Forecast 


Interest rates will be low “for a long time to 
come’’ and will not be as difficult to control 
after the war as prices, Elliott V. Bell, New 
York State superintendent of banking declared 
recently in an address prepared for the annual 
stockholders meeting of the Federal Home 
Land Bank of New York. Mr. Bell predicted 
that once the war is over and the restraints of 
patriotism dissolve, “it is altogether possible 
that a vast accumulation of purchasing power 
will be turned loose in a scramble to satisfy 
long-deferred wants.” 

“In that case,” he added, “prices could rise 
very rapidly for a while.” 

“I believe,” Mr. Bell continued, ‘‘that the 
regulation of prices will prove far more diffi- 
cult than the regulation of interest rates, al- 
though the two are, to some extent, related.” 
He suggested lending institutions ‘‘must recon- 
cile themselves to a lower average rate of re- 
turn on their earning assets” since ‘‘govern- 
ment policies will tend to hold down interest 
rates.” 
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NO PLACE ELSE TO // 


A challenge to executives who 
want fo strengthen the position 
of their companies in the 
highly competitive period ahead 


THESE scissors gathered no cobwebs 
when you were checking into your 
costs of distribution, financing, prod- 
uct engineering, manufacturing, plant 
facilities—all with an eye on the com- 
petition you knew you’d be up against in the period ahead. 


But where else can non-productive costs be cut, where 
else can work simplification be applied to enable your 
company to produce more for less—the key not only to 
your own profits but also to maintained national buying 
power and employment? 


A new, almost untapped source of savings 


There is one place you probably haven’t thought to look. 
And that is in your written systems of control ...in non- 
productive paper work. 


Few executives realize that direct paper-work costs, 
alone, have nearly quadrupled in the past 40 years. 


But the savings that can be effected in eliminating 
wasteful, inefficient paper work go beyond the forms, 
themselves—bevond the cost of the labor to process them. 
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USE THEM ? ( Don’t be too sure ) 


Paper-work savings multiply themselves because papers 
control every basic activity in a business. 
Paper-work savings multiply themselves 

Take, for example, the case of a Cleveland maker of air- 
craft parts: a simple Tool Replacement Order system, 
minimizing paper work, ended critical production hold- 
ups; avoided high overtime costs for emergency tool 
making; reduced tool inventory. A “Formeraft Digest,” 
D-184, explains how. 


The Standard Register Company, through its broad 
experience, unusual facilities and practical techniques, 
has helped effect five- and six-figure savings for hundreds 
of leading companies. Our approach to the problem of 
system procedure, writing method and form design fol- 
lows a step-by-step plan which gets at the facts and ar- 
rives at the answers in a minimum of time. And without 
upsetting office routine. 





: FOR FULL INFORMATION, WRITE TO- 
ens \ DAY. Ask for our new informative 
as \ folder, “The A-B-C’s of Work Simplifi- 
Fah cation,” together with sample Form- 
La craft Digest, outlining over 50 specific 
cases of cost saving through scientific form and system 
improvement. Or ask for a representative to call and 
discuss your problem. 






THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 


DAYTON 1, 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, Cal 


OHIO 


Canada: Crain Printers. Lid., Ottawa. London: W. H. Smith & Son, Ltd. 
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HIS black-and-white record is positive 

proof to intelligence officers that the 
bomb range was figured accurately, that 
the air raid was profitable. 

Positive proof of figuring accuracy in 
your business also has profit value. You 
must kvow the figures are correct... and 
only the Printing Calculator gives you a re- 
cord of all calculations. 

Check the Printing Calculator’s tape as it 
figures increase and decrease. At the top it 
compares monthly sales, finds a $2387 in- 
crease, divides it by the prior month’s sales — $11,258, and reports a 
21% increase. The lower problem computes monthly profits and re- 
ports a 12% decrease. See...a printed record proves all factors, assures 
complete accuracy. 

The all-purpose Printing Calculator is the ONLY machine that 
prints as it multiplies, divides, adds and subtracts. There’s no copy- 
ing from dials nor proving the answer ... you know you're right the 
first time. This saves minutes, nips errors. 

No specialized training is needed with the keyboard of only 
10 numeral keys. The simplified operation induces a natural 
touch system, and even your inexperienced clerks 
figure easily and accurately from the very beginning. 

The Printing Calculator daily benefits business 
by raising speed and accuracy levels in statistics, 
billing, payrolls and all other figure work. Let 
it benefit YOU. Ask your nearest Remington 
Rand office for a demonstration today, or 
write to us at Buffalo 5, N. Y., for the free 
booklet TOPS. 
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The Printing Calculator is available on WPB ap- 
proval, to help conserve manpower, expedite warwork, 
maintain necessary civilian economy. Talk it over with 
our representative. 


Reminglon Rane{ wns 


The only PRINTING calculator with automatic division | 
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J. CHARLES GRAINGER 


Mr. J. Charles Grainger, a member of the 
Controllers Institute of America since March, 
1938, and assistant treasurer of the McInerney 
Spring & Wire Company, Grand Rapids, died 
Tuesday evening, February 13, at St. Mary's 
Hospital after a short illness. 

Mr. Grainger, a native of Thorn Hill, On- 
tario, was a charter member of the Western 
Michigan Control of The Institute. He was 
associated with Ernst & Ernst, certified pub. 
lic accountants for 11 years and then became 
assistant secretary and treasurer of the Square 
D Co., prior to his affiliation with the Mc. 
Inerney Spring & Wire Company. He was a 
member of the Westminster Presbyterian 
Church and is survived by his wife, Mrs. 
Myrtle Grainger; three brothers, George, Wil- 
liam and Arthur and a sister, Mrs. W. S, 
Gibson, all of Toronto. 


W. THEODORE HOMER 


Funeral services for Mr. W. Theodore 
Homer, 34, controller of Diamond Alkali Co., 
Pittsburgh, were held on Saturday, January 
27, following his death the previous Thursday 
at his home. Mr. Homer had undergone an 
operation late in December. 

A member of the Controllers Institute of 
America by virtue of election in October 
1943, Mr. Homer, a certified public accountant, 
had served as controller of Diamond Alkali 
Co. since 1943. He was born in Wilkes Barre, 
Pennsylvania, attended Waynesburg College 
and was a graduate of the Pittsburgh School 
of Accountancy. Prior to joining Diamond 
Alkali Co., in 1941, as assistant controller, he 
had been connected with the Pittsburgh office 
of Price, Waterhouse and Co. for seven years. 

Mr. Homer is survived by his wife, Mrs. 
Merdith Homer, Mr. and Mrs. Lester Homer 
of Dormont; seven sisters, the Misses Phoebe, 
Virginia and Jean Homer, Mrs. Robert Grimm 
and Mrs. Walter Weber, all of Pittsburgh; 
Mrs. Kelton Whitstine of Bloomington, In- 
diana, and Mrs. R. D. McLean of Waukegan, 
Illinois; two brothers, Corp. Robert Homer in 
the Dutch East Indies, and Daryl of Pittsburgh. 
Another brother, Sgt. James Homer, was killed 
in action last August over Saipan. 


WALTER GLEICH 


Mr. Walter Gleich, controller of the Mc- 
Cord Radiator & Mfg. Company, Detroit, died 
on January 17, 1945, at his home in Detroit. 
Death followed a heart attack. Mr. Gleich, a 
member of the Controllers Institute of Amer- 
ica since February 1936, was associated with 
the Russell Wheel and Foundry Co. and the 
Russell Motor Axle Co. before joining the 
McCord Company 23 years ago. He was a past 
master of Westlawn Lodge No. 554, F. & A. M. 
Two sons, Walter, Jr., yeoman 1st class, now 
overseas, and William; three daughters, Mrs. 
Virginia Harris, Mrs. Barbara Zick and Mrs. 
June Hill; and a sister, Miss Flora Gleich, of 
New York City, survive. 


FREDERICK R. FICKEN 


Mr. Frederick R. Ficken who, until his re- 
tirement on December 1, 1944, had served for 
ten years as assistant comptroller of Socony- 
Vacuum Oil Company, Inc., of New York, 
died on January 24, 1945. Mr. Ficken had 
retired after 40 years of service with his com- 
pany. He was holder of membership certif- 
cate number 333 by virtue of election to mem- 
bership in the Controllers Institute of Amer- 
ica in May, 1934. He is survived by his 
widow, Mrs. Antoinette Zobel Ficken, three 
sons‘and one daughter, and two grandchildren. 
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“FULLY AUTOMATIC CALCULATOR 





Need Figure Work Experts? 














It is a proven fact that on a Fridén 
Calculator anyone in your office can be- 
come a Figure Work Expert after only 15 
minutes of instruction on any specific 
problem. Contact your loca] Fridén Repre- 
sentative for complete information regard- 
ing these Calculators which are AVAIL- 
ABLE, when applications for delivery have 


been approved by War Production Board. 


Fridén Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 


Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S.A. * SALES AND SERVICE THROUCHOUT THE WORLD 








Positions Wanted 











He Can Develop Your Internal Audits 

An executive to develop and direct a mod. 
ern internal auditing department is especially 
well qualified for this position. He has been 
connected with a large steel company for the 
past four years, collaborating in the success- 
ful development of a constructive internal 
auditing service. This experience included pro. 
curement and training of personnel, building 
and application of audit programs, writing of 
reports and contacts with top management in 
arriving at disposition of recommendations, 

This man is a member of the Institute of 
Internal Auditors, age 42, and -possesses an 
adequate education in the basic principles of 
modern business administration and a wide 
experience in accounting and auditing. Com- 
plete personal and business data will be fur- 
nished upon request. Address Box Number 474, 
“The Controller,’ One East Forty-Second 
Street, New York 17, New York. 


Treasurer—Controller—aAssistant to 
President 

Member of Controllers Institute, American 
citizen, in his early forties, college graduate, 
is seeking a permanent connection with pro- 
gressive corporation preferably in New York- 
New England area, as treasurer, controller or 
assistant to president. Twenty years’ diversified 
industrial and banking experience in similar 
capacities. Has installed and successfully op- 
erated budget, cost and general accounting sys- 
tems for large industrial concerns, employing 
thousands of workers. Is prepared to assume 
full responsibility for the financial and account- 
ing end of a business. Has good contacts wit 
industry and banking, both here and abroad. 
Speaks and writes five foreign languages. Ex- 
cellent references. Salary commensurate with 
scope of work and responsibilities assumed. 
Address Box 475, ‘The Controller,” One East 
Forty-Second Street, New York 17, N. Y. 


Controller—Treasurer 

Certified public accountant with diversified 
experience of many years as corporate officer 
and in public practice seeks position where 
executive ability and knowledge of modern 
accounting methods and controls will warrant 
substantial salary. Age 39, married, perfect 
health, business contacts with. seven nationally 
known banks. Address: Box Number 476, 
“The Controller,” One East Forty-second 
Street, New York 17, N. Y. 


Controller or Assistant to Major Executive 

Controller, or assistant to major executive 
is available immediately for heavy assignment 
having post-war opportunities. Experience 
consists of fifteen years on controllers’ staffs 
of large national firms. Has tact, perseverance, 
vision, ingenuity. Knows general and cost ac- 
counting, audits, budgets, economic surveys, 
planning and procedures, systems installations, 
instruction manuals, reorganizations, “trouble 
shooting,’ plant contacts, managerial costs, re- 
ports, personnel relations, government regula- 
tions, insurance, taxes. Is a capable organizer 
and efficient administrator, modern methods. 
Educated in accounting finance, law (B.A. 
Harvard), member Controllers Institute of 
America. Age 43, married, excellent health. 
Address Box Number 479, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


The oil industry increased its net working 
capital by $142,000,000 in 1943.—A. P: I. 
Quarterly 
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: Burroughs systems and installation men have been constantly 
helping business machine users to make the fullest use of the 
equipment they now own... helping them to adapt their present 


U h S machines to new conditions. Reference libraries containing up- 
to-the-minute information on machine accounting methods and 





B procedures are maintained in all Burroughs offices. For help in 

f # ' IN MACHINES getting the fullest use from your present Burroughs machines, 

{ - IN COUNSEL call the local Burroughs office, or write Burroughs Adding 
IN SERVICE Machine Company, Detroit 32, Michigan. 
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SO LEPPLE 


PAPERS made from 100% 
new, white cotton cuttings 
save critical war materials. 
Yet the finest L. L. Brown 
bond*, instead of ordinary 
papers, adds only 2% to let- 
ter costs. But it makes your 
correspondence 100% in 
character, prestige, impres- 
siveness. Ask your printer 
for samples of the following: 


LELBROWA 


BOND PAPERS 


* ADVANCE BOND 
100% New White Linen & Cotton Fibres 


*L. L. BROWN'S LINEN 
100% New White Linen & Cotton Fibres 


FORWARD BOND 
100% New Cotton Fibres 


GREYLOCK BOND 
75% New Cotton Fibres 


ESCORT BOND 
56% New Cotton Fibres 


* Permanent Papers 


L. L. BROWN PAPER CO. 
ADAMS,. MASS. 
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CONTROL OF PROFITS 
(Continued from page 117) 











study made of past performance, as well 
as industry-wide figures, can be of ma- 
terial aid in projecting cost figures and a 
guide in effecting cost reductions that 
may be found necessary. 

Of material aid as a means of fore- 
casting trends and effect of trends in pre- 
senting the entire problem to manage- 
ment may be a form of “break-even” 
chart. The underlying principles in the 
preparation of such a chart are un- 
doubtedly thoroughly familiar to all 
controllers. The chart is an adaptation 
of such a chart for use in a foundry op- 
eration. The chart is prepared to indicate 
the dollar costs at various levels of pro- 
duction; the volume of output being 
measured in net tons of good produc- 
tion and comparison drawn to thousands 
of dollars of costs at the various produc- 
tion levels. All items of costs are segre- 
gated into three major classifications, 
starting with fixed expense; and includ- 
ing semi-variable expense; which covers 
administration and sales costs, supervi- 
sion, and other semi-variable costs, and 
variable expenses including labor, material 
and overhead items, all of which should 
logically be expected to be reduced to 
no costs in a period of no operations. 
Against the costs shown is plotted the 
sales value at various levels to develop the 
“break-even” point, which on the chart 
shown is at approximately 1300 tons per 
month. 

The form of chart shown is, of course, 
subject to modification to fit the needs of 
any particular business. Adaptation can 
also be made to bring out the particular 
problems presented by the study of 
changes anticipated on VE-Day. For ex- 
ample, on the chart the solid line repre- 
senting sales value is plotted on the basis 
of maintaining in even ratio all partic- 
ular lines of products. Study of business 
expectancy developed that the reduction 
in output on favorably priced items 
would be twice as rapid as the reduction 
in volume on less favorable classes of 
work. By use of a broken line on the 
chart this is well demonstrated; the line 
being drawn to show the impact of a re- 
duction of 1000 tons of output, 600 tons 
of which are high priced products and 
400 tons low priced products. The results 
of such a reduction raises the “‘break-even”’ 
point (unless comparable cost reductions 
can be effected) from 1300 tons per 
month to double that figure—or 2600 
tons per month. The value of such a pres- 
entation is readily ascertainable. 

The study of such a presentation also 
leads to recognition of many important 
factors. A glance at the subject chart im- 
mediately raises question as to what ex- 
tent the company is in a position to con- 











trol the variable costs, labor, materia] 
and manufacturing overhead, to see that 
they are actually reduced in direct pro. 
portion to any reduction in volume of 
output. If the “break-even” point js 
quickly reached with but nominal dro 
in production and the outlook for busi- 
ness on VE-Day is not too promising, the 
company must dare to seek new meth- 
ods, new materials and new cost reduc. 
ing factors of all kinds, or face the pros. 
pect of loss operations. 

Another adaptation of the “break. 
even” chart that may prove helpful is to 
superimpose on the chart covering exist. 
ing business the changes that might be 
occasioned through introduction of busi- 
ness of a new type. For example, on the 
sample chart it would be a relatively sim. 
ple problem to add to each element of 
cost the anticipated increase expected 
through the addition of some new line 
of products. The added sales expectancy 
can also be added to the sales curve and 
a new “break-even’”’ point ascertained. 

The purpose, of course, of such pro- 
jected cost studies is to determine 
whether the company can successfully 
meet postwar competition on the basis 
of the plans it is considering. The im- 
‘Rage of making such studies cannot 

e over-emphasized and, unquestion- 
ably, it is of equal importance that the 
matter be presented to management in 
the most logical and understandable 
manner. The use of “break-even”’ charts 
in such presentation is of course depend- 
ent upon the willingness of the control- 
ler to study the problem and prepare the 
type and kind of chart most useful to 
his own particular organization. That 
he make the study and presentation is 
undoubtedly mandatory. 





ANNUAL REPORTS 
(Continued from page 130) 











study of past and present income and by 
analysis of the trends of sales and costs. 
As stated in Colonel Montgomery’s “Az- 
diting Theory and Practice’: 

“Accounting can record only that 
which has happened, and reflect opin- 
ion with respect thereto on the basis 
of knowledge at the time the statement 
is prepared. The history of a business, 
as reflected in the annual statement of 
income, is one source of information 
useful in an estimate of its future pos- 
sibilities. One function of the annual 
statement of income is to indicate the 
relation of earning performance to cap- 
ital employed.” 

Another reason for emphasizing the 
importance of the income statement lies 
in recognition of the fact that the balance 
sheet is not a statement of definite values. 
It is, at best, a summation of estimates 
and management judgment, and should 
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e KWIK-FAX e 


Only REMINGTON RAND 
ean calculate and print 
6,000 pay checks an 
hour—accurately! 


The Remington Rand Type 310 
Multi-Control Reproducing Punch 
will automatically and accurately 
prepare individual payroll-earnings 
cards from either or both summar- 
ized time-cards and detail job-cards 
... punching into each card the em- 
ployee’s name,clock number,Social 
Security number, gross earnings, all 
deductions and net pay. The ma- 
chine operates at the rate of 6,000 
cards an hour! Data changes can be 
incorporated with a minimum of 
effort and time. 


Payroll checks, complete with em- 
ployees’ statement of earnings and 
deductions, are then printed from 
these cards at the same 6,000-an- 
hour speed. 


No wonder business is fast adopting 
Remington Rand Punched-Card 
Methods to gain speed and accuracy 
in Payroll Accounting. . 


BUY BONDS—Buy Victory and Peace 


he @ Remington Rand Punched-Card Wage 


Accounting methods have simplified and 
speeded payroll procedures for many con- 
cerns. This modern method has but one 
human function: that of punching the basic 
cards. From there on, even to the writing of 
the checks, with all data recorded and all 
deductions made, it is completely automatic 





and mechanical 
at the rate of 6,000 pay checks an hour! 


assuring positive accuracy 


Here’s how Lake Washington Shipyards, 
Houghton, Wash., prepares all its payroll 
data, labor distribution, government reports, 
deductions, registers, and checks for over 
8,000 employees in 32 homrs and at a labor 
cost of one-quarter of 1%: “Our pay period ends 
at 8 A.M. Monday. Time-keepers turn in their last 
time sheet two hours later. The weekly payroll, in- 
cluding registers and checks, is completed Tuesday 
night. Close cost inspection and prompt acceptance 





Write for 
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CKS 


: “The HOLE-STORY of Punched-Card Accounting” — 







Wage facts are the hottest figures in business. 
Intricate rate structures, variable hours, multitu- 
dinous deductions, governmental reports, and labor 
distribution, combine to complicate and retard 
payroll computation ... but pay checks can’t wait! 


by Navy officials make financing easier and evi- 
dence the smoothness and efficiency with which 
our payroll procedure is functioning under the 
punched-card method. 


‘Our installation of Remington Rand Punched- 
Card Accounting and Tabulating Machines has 
worked out so successfully that it has become the 
foundation not only for our payroll, labor dis- 
tribution and customer billing, but also for our 
vital material and production control. We produce 
and maintain up-to-the-minute records with great 
enough speed to make them of the utmost value.” 


If your payroll and related reports are tak- 
ing too long or costing too much to prepare, 
ask for Certified Report #4308-6C and learn 
the details of the Lake Washington Ship- 
yards procedure. Copies of this report will 
be sent free to interested executives by writ- 


ing to our branch office nearest you, or di- 
rect to Remington Rand Inc., Tabulating 
Machines Division, New York 10, N. Y. 





the book that tells a vital story to business. It’s FREE! 
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be regarded objectively as a summary of 
those values available for the realization 
of future income. In some preceding re- 
marks it was stated that the question of 
whether the earning power of the com- 
pany has been maintained is one of the 
primary questions arising in stockhold- 


ers’ minds, and without the income state- - 


ment or without display of operating 
ratios based on the income statement and 
the balance sheet, it would be impossible 
to satisfy this query in the annual report. 
Trends in operating results can be 
demonstrated by the use of comparative 
statements which, to be most helpful, 
should be presented for more than two 
years. A number of annual reports ex- 
amined contained detailed comparative 
statements for the current and prior fiscal 
years in the principal financial statements 
section, and a condensed summary of op- 
erations for a number of preceding years 
in a supplementary section. It must be 
kept in mind, however, that comparisons 
are difficult in war times, and compara- 
tive statements are not recommended in 
instances where the company has gone 
into lines of production foreign to its 
customary products. Significant adjust- 
ments occurring during one fiscal year 
but related to a prior period, such as those 
resulting from renegotiation and allow- 
ance of large tax claims, may require 
changes in prior years’ figures if com- 
parative statements are to be presented. 
There seems to be a definite trend to- 
ward simplification of income statements 
included in annual reports to stockhold- 
ers. For example, I have observed income 
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statements of large companies which 
group all income accounts under the one 
head of “Sales and Other Income’ and 
which show all expenses, including in- 
come taxes and deductions from income, 
under a few major captions, with the 
difference between the total income and 
total expenses shown as net income. There 
is certainly no objection to this type of 
statement if disclosure is accorded all un- 
usual or extraordinary items. The operating 
statement to which the individual account- 
ant’s opinion is directed is usually a more 
detailed one, and the simplified statement 
referred to appears more generally in an 
earlier section of the annual report. 

The principal justification for a sim- 
plified statement of income probably lies 
in the theory that the average investor or 
stockholder merely looks at the net in- 
come figure, and on the further theory, 
which certainly is a logical one, that there 
can be no net income until all charges 
have been deducted. For purposes of the 
stockholders’ report there are certainly 
valid objections to the type of income 
statement which is segregated into sev- 
eral parts and which is developed step- 
by-step with the result that many inter- 
vening balance figures are shown which 
are difficult to define or interpret. We 
have voiced the opinion that the stock- 
holder does not function as the manager 
of an enterprise in which he has invested 
money, and therefore the published state- 
ment of income does not have to con- 
stitute a detailed report by management 
of the results of the several operating 
divisions of the company. 
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Due to the unsettled character of in- 
come tax liabilities and the incidence of 
many tax adjustments affecting years other 
than the one being reported upon, ac- 
countants are giving increased considera- 
tion to the presentation of statements 
where the income tax liability is so set 
up as to bear a reasonable relation to the 
net income figure immediately preceding 
it in the income statement. If retroactive 
tax adjustments significant in amount 
have occurred during the year, the sim- 
plified form of income statement might 
not be appropriate. This trend toward 
the allocation of income taxes involves the 
application of an estimated portion of 
tax increases or reductions to the items 
to which they apply. For example, if an 
extraordinary credit appears in the sur- 
plus account which serves to increase the 
tax liability for the year, the related por- 
tion of tax may be allocated as a reduc- 
tion of the surplus credit and not included 
in the total tax provision appearing on 
the statement of income. 

A subject of continuing interest is the 
matter of including operating charges 
and credits in surplus accounts. It is a 
very sound principle of accounting that 
encourages the removal of these entries 
from the surplus accounts for inclusion 
in the statement of income. If they are 
of such significance as to distort the in- 
come statement, the problem can be 
solved for purposes of the annual report 
by using the form of statement in which 
the surplus analysis appears immediately 
below and is made a continuing part of 
the statement of income. Under condi- 
tions resulting from a wartime economy 
the operating results of any accounting 
period must be considered tentative, and 
the separation of extraordinary adjust- 
ments on the basis of the period to which 
they apply loses some of its significance. 
Income statements prepared under pres- 
ent conditions can only be considered in- 
dicative, not conclusive, as it seems im- 
possible to effect a clean cut-off of trans- 
actions by years in these times of war. 
The accounting period measured by time 
is practicable where there are such things 
as accounting seasons, but we must all 
admit that there are few seasonal aspects 
to business generally today. 


“President's Night” A Success 
In Milwaukee 


The Milwaukee Control of The Institute re- 
ports that it has successfully set aside one meet- 
ing each year as “President's Night” at which 
time guests are restricted to the presidents, or 
some other executive officer, of the various 
companies represented in the Control. The 
meetings are invariably well attended, the most 
recent occasion being the January 9 meeting 
which included a featured address by Mr. A. G. 
Neal, president of the Potomac Electric Power 
Company, Washington, D. C., who was con- 
troller of that company for a number of years. 
In addition, the presidents of firms represented 
in the Milwaukee Control were invited to at- 
tend a cocktail party sponsored by Mr. Rich- 
ard Herzfeld of the Milwaukee Boston Store. 
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Down-to-earth help on 


Contract Termination 


booklet, 


Send for 


OUr 


“The 


IN 2% @Mol mn Golati doremm (-laiillateh ite) am 


Outlines termination procedure, 


sets down a_ simple, practical 


method of producing all paper 


work required. 


Here’s a booklet that gives you clear, con- 
cise facts about contract windups. It tells 
you how to plan your internal termination 
organization. What paper work is needed. 
How to produce this paper work quickly 
and efficiently, in keeping with govern- 
ment requirements. 

The method outlined, based on the use 
of the Mimeograph* duplicator, has been 
approved by representative industries, and 
is being used by both large and small 
companies. 

It makes it possible for termination 
machinery to start rolling within one hour 
after receipt of the notification telegram. 
It assures smooth coordination, accurate 
control. It eliminates rewriting of con- 
stant data. And perhaps most important 
of all, it meets all government require- 









A. B. DICK COMPANY, 


Send me a free copy of your booklet, 





ments, one of the most vital of which is for 
fade-proof, permanently legible copies. 
(The clean, black-on-white copy produced 
on the Mimeograph duplicator with 
Mimeograph brand supplies will not 
smudge or fade in spite of constant han- 
dling, weather, exposure, oils and other 
chemicals common to industry.) 


A. B. Dick Company, Chicago 


P. S.—As part of our service in connection with contract 
termination, Mimeograph die-impressed stencils of the re 
quired OCS forms are available at once from your authorized 
Mimeograph distributor. This eliminates the need for pre- 
printed forms. Type inventory information in position on one 
of these stencils and reproduce form and fill-in together—as 
many copies as you need. 
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Mimeograph duplicator 


*MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Pat. Off. 


Oe ee eB lt PEER SEE EPR ER REE EE TE RS PER EE GG GG 


Dept. Q-345, 720 W. Jackson Blvd., Chicago 6 
“The ABC of Contract Termination.” 
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| Reviews of Recent Publications 





The “Pressure Boys” 


DEMOCRACY UNDER PRESSURE. By 
Stuart Chase. Published by The Twentieth 
Century Fund, New York. $1.00. 142 pp. 

If there is soundness in the phrase that the 
solutions to many of America’s (and the 
world’s) problems lie in the process of educa- 
tion of the people then this book is the type 
which should do much to acquaint those who 
are not profound students of business and 
economics with one aspect of our complex 
democratic political economy. 

This is the fourth in a series of guide lines 
to America’s future (the complete series will 
include six such reports). The data contained 
in the volume has been largely compiled by 
the research staff of the Twentieth Century 
Fund but the presentation and conclusions are 
entirely the author's. 














Property Facts 
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The starting point 
for sound solution of 
problems of Income 
Taxation, Reconver- 
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is an accurate knowl- 
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Stuart Chase has the viewpoint of business 
as well as the broad background of the econo- 
mist. He began his professional career as a 
practicing certified public accountant and, 
therefore, writes from the perspective of ex- 
perience. In this book he has endeavored in 
his usual breezy style to present and discuss 
some of the fundamental political and economic 
problems facing American democracy. He cites 
enough case history to document his otherwise 
“light’” paper and the reader comes to con- 
sider the conclusions with some of the serious 
concern that the author obviouslv intended. 

Frequent reference is made to the ‘‘Pres- 
sure Boys in Action”—but the paper is more 
comprehensive than that. It is a fairly simple 
outline of how the lobbies for Big Business, 
Agriculture, Labor and Big Government func- 
tion. When the reader pauses to reflect upon 
this volume his own personal interests will 
determine whether he should oppose “pressure 
groups” (in his thinking—for the practices are 
too strongly established to be effectively op- 
posed) or whether he should get aboard that 
group which is most closely allied to his eco- 
nomic welfare. This is a tribute, of a kind, to 
Mr. Chase’s open view of the case. 

The author’s inevitable conclusion that, as 
a free people, we are so lacking in our will- 
ingness or ability to consider and promote the 
over-all interests of our country, is not original 
but it is startling nevertheless. The paper does 
construct this conclusion in a most under- 
standable way, however, and one comes to a 
firmer realization of it with a deep sense of 
uncertainty about important matters. Monop- 
olies, free competition, patent restraints, cartels, 
government interference and _ regulation—all 
these are discussed in their places in the broad 
perspective. If the reader is inclined to have 
a tendency towards thinking of the national 
rather than of special interests he is likely to 
writhe a little as he reads. But even so the 
vastness of present entrenchments will likely 
impress him with a sense of futility,—possibly 
even with a sense of dependency on the old 
adage that things which go to extremes have 
a way of creating the forces which ultimately 
discipline and confine them. Mr. Chase him- 
self gives evidence of this attitude in his clos- 
ing chapters. He foresees the possibility of op- 
posing special interests ‘“‘getting together’’ 
(with what effects on the rest of the popula- 
tion he does not discuss). 

Probably the most significant point in the 
whole work is that it is “Democracy” which 
is under pressure, and by “Democracy” is 
meant our American form of representative 
government. The pressure of “the pressure 
groups” is on government and exerts its force 
through government. Consider then the clos- 
ing question in the text: 

“The question before us here is not whether 
there shall be government interference in the 
economy. That question was settled in the af- 
firmative by the first administration of George 
Washington, when. custom tariffs were enacted. 
The question before us here is what kind of 
government interference? Will it be to sub- 
sidize powerful pressure groups, or to keep 
all America strong?” 

Read this book and be even better prepared 
in the future to help phrase some effective 
answer to the challenging questions raised. 

Reviewed by Harotp C. Storr, 
Philadelphia, Pa. 


Some states levy a tax of as much as 7 
cents per gallon on gasoline, and the average 
for all the 48 states is 4.43 cents per gallon — 
A. P. I. Quarterly 


Postwar Sales Potentialities 
Not a “Bed of Roses” 


Postwar dreams of some sales executives who 
may be counting on a long-time sellers’ market 
to make life a bed of roses for them when 
peace comes were deflated by James H. Ras. 
mussen, general sales manager, manufacturing 
division, The Crosley Corporation, Cincinnati 
when he addressed members and guests of 
The Sales Executives’ Club of New York re. 
cently meeting at the Hotel Roosevelt, 

“We can’t become complacent, simply be- 
cause we have been told by a lot of surveys 
and statistics that the public is going to take 
our merchandise away from us,” Rasmussen 
declared, speaking on “Post-War Sales Room— 
Fact or Fantasy?” 

“There is no denying that a pent-up demand 
exists which will translate itself into a large 
sales volume when civilian production is tfe- 
sumed,” he said, “but I don’t agree with those 
who think that this sellers’ market is going 
to continue indefinitely.” 





Past President Elliott To Be “M.C.” 
at Philadelphia Anniversary 


Mr. Verl L. Elliott, national past-presi- 
dent of The Institute, and controller of 
Atlantic Refining Company, will act as 
toastmaster at the Tenth Anniversary 
Party being sponsored by members of the 
Philadelphia Control in celebration of the 
organization of their Control. Past-pres- 
idents of the Control will be guests of 
honor. The party will be held in the War- 
wick Hotel on Thursday, April 5, and 
elaborate plans are being made to make 
this a gala affair with music and enter- 
tainment, being furnished by professionals. 








ACCOUNTING PRACTICES 
(Continued from page 132) 











and, if doubt exists about paying out divi- 
dends in the interim, to set aside appro- 
ptiations of earned surplus for these con- 
tingencies. 


STANDARD vs. ACTUAL COST 


In conclusion a word about standard 
vs. actual costs appears to be timely. Dur- 
ing the war years progress in the use of 
standard costs received somewhat of a 
set-back primarily because there was a 
feeling that government representatives 
would not accept them. However, if the 
truth were recognized, the so-called ac- 
tual costs compiled during the war period 
were far from actual, because of the poor 
quality of the work of inexperienced time- 
keepers and clerks. Furthermore, those 
concerns that dropped the use of stand- 
atd costs lost the advantages of control 
over labor and material expenditures. 
Also, too many companies do not revise 
their standard costs in accordance with 
changing conditions. 

For concerns manufacturing a large 
number of products, good postwar plan- 
ning demands immediate consideration of 
a standard cost system or careful review 
of their present systems so that they will 
reflect current conditions. 





Wt 8B we Oo 








The Controller, March, 1945 


The Wall That Saved *370,000 





A our recommendation, a midwestern wood 

products company separated their boiler 
room and woodworking shop with a firewall. 
Main consideration was to isolate a dangerous 
fire hazard. In doing so, we also reduced insur- 


ance premiums. 


This year, an explosion did $30,000 damage 
to the boiler room, but the firewall prevented 
a $400,000 blaze and the plant continued pro- 


duction. 


This story justifies graphically our “fire insur- 
ance philosophy”... that the job of fire engi- 
neering is not just to reduce fire insurance rates, 
but primarily to safeguard continuity of production. 


That is why we constantly seek new ways of 


reducing our clients’ fire hazards .. . and why we 
urge our clients to consult us before making 
alterations, additions or changes of layout. This 


service costs you nothing. 


As your broker, we seek only to further your 
interests... working with the insurance com- 


panies best suited to your needs. 





Established in 1871 
MARSH & MELENNAN 
INCORPORATED 
INSURANCE 
Chicago New York 
Boston Detroit San Francisco 
Pittsburgh Minneapolis Los Angeles 
Washington St. Louis Seattle 
Buffalo Cleveland Duluth 
Phoenix Columbus : Indianapolis 
Portland _—_—_oO Milwaukee 
London Montreal Vancouver 
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Tax Court Holds Full Cost 
of Annuity Is Taxable 


The United States Tax Court has ruled 
that the entire cost of annuity contracts pur- 
chased to satisfy compensation promised by an 
employer shall be taxable as income in the 
year in which the cost was expended. In a 
decision which sharply divided the members 
of the court, the tax tribunal required the tax- 
ation in one year of the cost of two annuity 
contracts, amounting to $80,000, purchased 
from an insurance company. The contracts were 
purchased after William A. Freeman of New 
York accepted $80,000 as a compromise settle- 
ment instead of annuities amounting to $12,- 
000 annually which would have extended 
throughout his life. 

“The practical results of the majority opin- 
ion are startling,’ dissenting members com- 
mented in marshalling objections to the ruling, 
The Journal of Commerce, of New York, re- 
cently pointed out. 

They pointed out that Mr. Freeman had 
taken the two annually contracts as a com- 
promise settlement, that they had no cash sur- 
render or loan value. The dissenting members 
made the added point that—although the com- 
promise transaction occurred in 1939 and was 
accordingly taxable in terms of lower rate then 
applicable—had the transaction occurred in 
1945 instead of 1939 the tax would have 
amounted to more than $50,000. 

The dissenting members went on to say that 
this tax at $50,000 would have been the result 
of a transaction by which Freeman gave up 
more than he received and by which he re- 
ceived only a modest cash payment plus the two 
annuity contracts which he could not sell and 
against which he could not borrow. 

“It is an understatement to say that such a 
result is unfortunate,”’ the dissenting members 
said. One of them took the position that the 
tax should have been levied annually on the 
amounts actually received. 

The case went to the Tax Court after the 
Internal Revenue Commissioner determined 
that Freeman had a deficiency of $18,391 in in- 
come tax for 1939 as a result of the $80,000 
involved in the annuity settlement. 

Freeman had refused to take the $80,000 in 
cash, although it had been offered to him in 
that form, because of the tax consequences of 
a lump sum payment. Cash payments in the 
amount of $8,660 were, however, made. 

When the Commissioner raised the question 
of a deficiency, Freeman denied one existed on 
the ground that all that had occurred was the 
substitution of one annuity for another—in 
fact, a smaller annuity for a larger one, so that, 
if anything there was a loss. 

On this, however, the Tax Court, in the ma- 
jority opinion said: “Where a man has a pros- 
pect of receiving $12,000 a year, which would 
be taxable income as received, he certainly has 
no loss for income tax purposes when the 
amount actually received is less.” 

While the court mentioned the fact that 
Freeman had been offered and refused the full 
amount in cash, it said the amount paid for the 
annuities would be taxable income even if the 
cash offer had not been made and if Freeman 
had not been allowed to select the annuities 
himself. 

The minority in particular objected to broad- 
ening the precedent which they contended was 
involved in taxing the annuities. They said 


the so-called Brodie case, on which the major- 
ity relied, had involved a very special set of 


facts and the inference had been that it would 
only be applied to ‘‘cases having the same un- 
usual facts, since, in the ordinary case, the ad- 
ministrative rulings have already set up equi- 
table and fair methods for taxing annuities.” 

In objecting to the extension of the Brodie 
case ruling, the minority said the court had 
achieved a result which is “contrary to the sys- 
tem for the taxation of annuities set up by ad- 
ministrative regulations and rulings, and is not 
required by any of the decided cases.” 


Program to Strengthen Congress 
Presented in NPA Report 


An integrated program for strengthening the 
Congress so that it can properly function and 
assume its ever-growing responsibilities in pre- 
serving an effective American democracy, is 
presented in a report prepared by Mr. Robert 
Heller, business management consultant for 
the National Planning Association, Washing- 
ton, D. C. 

The study was undertaken by Mr. Heller 
early in 1944 at the request of the Bureau 
Committee of the National Planning Associa- 
tion, of which he is a member. The proposed 
program has been unanimously endorsed by 
the Agriculture, Business and Labor Commit- 
tees of NPA, in the belief that a strong Con- 
gress is indispensable to the achievement of 
both our economic and political goals. 

Pointing out that jobs well done by state and 
local governments, industry, labor and agricul- 
ture can largely be nullified by inadequate per- 
formance of the federal government, the Heller 
Report stresses the need for a federal govern- 
ment, in the crucial years that lie ahead, which 
is capable of building and executing timely and 
constructive programs for full employment and 
full production. This government must by 
all means be a democracy, it declares. 

If Congress is to operate effectively as an in- 
strument of this democracy, it must be ad- 
equately equipped to meet its ever-increasing 
burdens. It must be able to command a high 
degree of public respect and confidence. The 
requirements to be met by Congress have been 
growing and will continue to grow. The 
equipment for meeting these requirements 
must be adjusted accordingly. 

Most of the adjustment needed can be ef- 
fected by Congress itself, Mr. Heller main- 
tains, but it must be undertaken as a unified 
program rather than on a piecemeal basis. 
Such a program, comprising 14 recommenda- 
tions which support and sustain each other, is 
set forth in detail in his 41-page report, as 
the result of an extensive study of the work- 
ings of Congress over the past 80 years. The 
proposed program calls for: 


1. Reorganization of structure and reduction 
in the number of standing committees. 

2. Establishment in each House of a Majority 
and a Minority Policy Committee. 

3. Provision of adequate assistance for indi- 
vidual members of Congress. 

4. Provision of competent staffs for Congres- 
sional committees and expansion of the 
Legislative Reference Service. 

5. Adoption of a cloture rule rigid enough 
to eliminate the filibuster. 

6. Expansion of provisional legislation. 

7. Discontinuance of riders that are unrelated 
to the main contents of bills. 

8. Development of a trend toward reasonably 
broad appropriation bills and away from 
detailed bills. 


o 








9. More effective use of the General Account. 
ing Office as an instrument for control of 
executive expenditures. 

10. Experiment with periods for questioning 
executive department heads before each of 
the whole Houses. 

11. More frequent formal and organized in. 
quiries into basic national affairs. 

12. Development of a substitute for the senior. 
ity rule for committee chairmanships. 

13. An increase in salary for members of Con- 
gress to $25,000 a year. 

14. Provision of Service Retirement pay, at the 
age of 55, of $1,000 for each full year of 
Congressional service, up to a maximum 
of $10,000 annually. 


Key Executives Should 
“Know the Company” 


All key executives of an industrial organ- 
ization should learn as much as _ possible 
about how their own company’s products are 
sold and distributed, R. C. Cosgrove, vice 
president and general manager, manufactur- 
ing division, The Crosley Corporation, of 
Cincinnati, declared recently at the Mid- 
Western Sales Congress sponsored by the 
Chicago Sales Executives’ Club in that city. 
Mr. Cosgrove is president of the Radio 
Manufacturers Association. 

Mr. Cosgrove mentioned that, when his 
own company recently held a series of three 
conferences of its distributors throughout 
the country, he had the company’s key engi- 
neering people, its manufacturing people, its 
purchasing officials; the planning and sched- 
uling heads; the treasury and accounting 
people; and legal and patent attorneys, as 
well as all top management executives sit 
through the conference meetings. 

“I had expected a good reaction from this, 
but I was really surprised,’”’ Mr. Cosgrove 
said. “Factory superintendents, several of 
our general works managers, and others 
came to me afterwards and said they had no 
idea that a sales department organized its 
affairs in such a complete and comprehensive 
manner, and that the matter of obtaining 
business was so carefully programmed. They 
got an entirely new and different picture of 
our sales operation.” 

Mr. Cosgrove stressed the importance of 
regular “Management Group’ meetings at 
which top management sits down with sales 
management, engineering, manufacturing, fi- 
nancial, purchasing, legal and other divi- 
sional executives and together help shape 
policy. 

“Through this means, the whole organiza- 
tion becomes supporters of the sales opera- 
tion,” Mr. Cosgrove said. ‘They are encour- 
aged to make better products, do better 
work, and reduce costs.” 

At the same time, Mr. Cosgrove pointed 
out, sales management has a responsibility 
and obligation to top management. 

“Sales management is not always sufh- 
ciently profit-conscious,” he said. “In its de- 
sire for maximum sales volume, it is some- 
times inclined to insist that it will have to 
make more inducements and accept lower 
prices for its products than top management 
thinks advisable. 

“Top management has profit obligations 
to its stockholders and directors and sales 
management can co-operate with it, very ef- 
fectively, if it will work a little harder at its 
selling job and move the product at prices 
that will bring in a fair margin of profit.” 























All this and more for 
the H. D. Hudson Mfg. Co. 
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wit SIMPLIFIED UNIT ACCOUNTING 


“Tt may not be arithmetic,” says E.W. 
Setty, Credit Manager of H. D. 
Hudson, “‘but it 1s our actual experi- 
ence that two girls do the work of five 
since we adopted the Simplified Unit 
Invoice Accounting Plan.” 

Saving in clerical salaries is just 
the beginning of the advantages the 
plan has brought to this prominent 
manufacturer of farm and food pro- 
duction equipment. The entire ac- 
counts receivable, credit authoriza- 
tion and collection routine is definite, 
certain, and productive of accurate 
and rapid results. 

Invoice copies, sorted and checked 





KOLECT-A-M 


ATIC of course! 





for control totals, are filed in the 
Kolect-A-Matic “pockets’’, where 
they serve the function of ledger 
sheets which they replace. 

Graph-A-Matic signal control on 
the visible margins of the pockets in- 
dicate the month of oldest unpaid 
invoice, enabling operators to “age”’ 
accounts in a glance, and to concen- 
trate collection activities where they 
are needed. Hence the velocity of 
turnover of receivables is higher and 
bad debt losses minimized. 

With this system, statement prep- 
aration is reduced to 25% of the 
level previously required. Trial bal- 


ances are obtained in a matter of a 
few hours. There is also a consider- 
able reduction in initial capital in- 
vestment for equipment, in main- 
tenance and depreciation, and no 
expense for ledger sheets. 


oe 


THE EXPERIENCE gained in developing 
this plan as used with such success by 
H. D. Hudson and other companies 
is at your disposal. A Systems and 
Methods Technician will gladly 
study your requirements and make 
the most practical recommendation. 
Just call our nearest Branch Office. 





SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 


COPYRIGHT 1944, REMINGTON RAND INC. 
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Section 722 and Carry-Back 
Provisions Reappraised 


In the course of an address on “A Reap- 
praisal of Section 722, and the Carry-Back 
Provisions of the Internal Revenue Law” at 
the recent annual meeting of The Controllers 
Institute of America in Chicago, Mr. Alger B. 
Chapman, New York attorney and partner of 
Alvord and Alvord, Washington, D. C., de- 
clared that “freedom from excessive and dis- 
criminatory corporate taxation under the ex- 
cess profits tax law depends primarily upon a 
proper administration and interpretation of 
section 722, the general relief provision. That 
section was never intended as a means of 
escape from the full impact of the excess 
profits tax upon true excess profits. It was in- 
tended, however, to protect all corporations, 
large and small, old and new, from the im- 
position of the excess profits tax upon normal 
earnings. It is essential that the section be 
administered and interpreted in such a way 
as to afford this protection. 

“Up to the present time over 30,000 relief 
claims have been filed under the section, in- 
volving an aggregate gross amount of over 
$3,000,000,000 in taxes. To date only a hand- 
ful of small claims have been allowed. No 
claim has been allowed for an amount in 
excess of $75,000. Only approximately 50 
cases, involving claims rejected in whole or in 
part, have appeared on the docket of the Tax 
Court. This is the only public record of the 
results of the administration of section 722 to 
date. 

“The disposition of relief claims has, how- 
ever, been the subject of many conferences be- 
tween taxpayers and Bureau officials; the re- 
jection of many applications has been pro- 
posed; the allowance of a substantial number 
of larger claims has been recommended in the 
field and these claims are under review in 
Washington; and many claims have received 
preliminary consideration but formal action 
thereon is held up pending the gathering of 
additional supporting data. In the course of all 
this activity, the difficulties which may stand 
in the way of 4 generally satisfactory result 
under section 722 are beginning to appear. 

“It is believed that the major difficulties can 
be avoided, however, if the following points 
are recognized and kept in mind: 


(1) The burden is on the taxpayer in the 
first instance to prove a right to relief. Claims 
must therefore be carefully prepared and fully 


presented. Self-serving declarations will not 
take the place of proof. 

(2) In spite of the foregoing, the taxpayer 
should not be called upon to perform the im- 
possible. Frequently evidence to sustain a prop- 
osition essential to the relief claim is not 
available. In such instances, sound judgment 
should be exercised in a determination of 
whether the proposition should be accepted. 

(3) Technical limitations should not be 
read into section 722 as a means of curtailing 
the scope of its application. Such technical 
limitations would result in the arbitrary dis- 
allowance of many claims where the need for 
relief is obvious from the point of view of 
equity and fair play. 


“It is essential that the carry-back provi- 
sions of the Internal Revenue Law be con- 
tinued beyond the war years, if their purpose 
is to be carried out. Obviously, these provi- 
sions, which permit the carry-back of operat- 
ing losses and unused excess profits credits for 
use in the computation of tax liabilities for 
the two preceding years, are ineffective so 
long as profits continue at their present levels. 
The legislative history behind the carry-back 
provisions demonstrates that they were adopted 
as a substitute for the current allowance of de- 
ductions for reserves to cover deferred main- 
tenance and repairs and other deductible ex- 
penses which can be incurred only in the post- 
war period after priorities, rationing and labor 
shortages have disappeared. 

“Only by the continuation of the carry-back 
provisions into the post-war period can these 
deductible expenses be charged against the in- 
come of the war period to which they are 
properly attributable. It is no criticism of the 
carry-back provisions that they will result in 
refunds of excess profits taxes previously paid 
since this an inherent feature of the method 
adopted by Congress for obtaining the result 
heretofore described, namely, of charging de- 
ferred maintenance, repairs, and the like 
against the income for the years to which such 
expenditures are properly attributable.” 


The full text of Mr. Chapman's paper ap- 
pears in “Federal Taxation: Today and To- 
morrow,” a special booklet available at 50 
cents per copy from the Controllers Institute 
of America, One East Forty-Second Street, 
New York 17, N. Y. Please send remittance 
when ordering. 


Postwar Banking Services 


“Banking Services in the Coming Credit 
Economy” were outlined in an address by 
Professor Raymond Rodgers, of New York 
University, presented at the recent 13th An- 
nual Meeting of the Controllers Institute of 
America. 

“The probable reduction in employment of 
four or five million people at the end of the 
European war,” Professor Rodgers stated, 
“and the reduction in the take-home pay of 
many of those remaining employed, through 
elimination of overtime, will be a psychologi- 
cal, as well as a direct monetary, brake on in- 
flation. 

“Then, too, corporations will have ample 
bank deposits and short-term government 
securities to enable them to secure the latest 
labor-saving equipment and methods so that 
they can become low-cost producers. (The 
Anti-Trust experts of the Attorney-General’s 
office have publicly announced that they in- 
tend to see that these savings are passed on 
to consumers in the form of lower prices.) 





Easy money and credit conditions will enable 
corporations to secure the latest machinery and 
facilities, and at low carrying cost, too. This 
will inaugurate an unparalleled competitive 
battle for the consumers’ dollar. 

“Another brake on inflation is our much 
better and closer control over bank credit. 
Regulation W is an example of what the gov- 
ernment can do in regulating credit. If the 
authorities should need more power to do the 
job, Congress would not hesitate to pass the 
necessary legislation. 

“Instead of inflation, the problem will be to 
prevent deflation. This will be particularly 
true for a short time after the end of the 
European war, especially in soft goods where 
quality has been permitted to deteriorate. 

“In durable goods, prices, at first, will be 
higher as the wage scale and taxes will be 
higher. Initial production costs due to the 
shifting of labor and skills will be higher. De- 
mand will be very great for durable consumer 
goods, and the price trend will be sharply up- 


ward for awhile after production has been re. 
sumed. But the keenest competition which 
this country has ever seen will set in—com- 
petition in price, quality, service AND credit 
facilities. 

“Consumer credit rates of change which we 
thought low before the war will look very 
high in the low-interest era ahead. Sales 
finance companies will not only have more 
competition from similar organizations, but 
the banks will enter this field in earnest. And, 
with their vast credit facilities interest rates 
will tumble. Manufacturers, too, who will be 
largely independent of the banks because of 
their large deposits and accumulation of goy- 
ernment securities, will undoubtedly increase 
their direct financing activities. 

“I wish I could assure you that postwar 
business volume would bring back old-fash- 
ioned volume to the banks, but that is a false 
hope. Business in the aggregate already holds 
enough cash and government securities to do 
the job of conversion—and more, too. 

“Thus it is clear that banks must develop 
new outlets for their credit. For example, 
some method must be developed whereby 
banks can safely extend to small and medium- 
sized enterprises loans for longer periods, 
similar to the term loans extended to large, 
well-established concerns. Pools, such as those 
proposed by the American Bankers Associa- 
tion, or some new mechanism, will be needed 
to put this business on a bankable basis. Yet, 
unless the present capital or credit agencies 
arrange to take care of this need, the govern- 
ment will step in and do it—and that we 
should try to avoid at all costs. 

“Consumer credit, installment loans of all 
kinds, real personal loans to individuals, 
private home mortgages and similar avenues 
of credit extension must be fully exploited by 
the banks and credit agencies,” 


Supreme Court Rules on 
Cost-Plus Contracts 


The Supreme Court defined the limits of 
the ban which Congress has imposed upon the 
use of cost-plus-a-percentage-of-costs contracts. 

In a ruling of broad application to war 
contractors, issued on February 5, the court 
held that the legislative ban against the use 
of cost-plus-a-percentage-of-costs contracts does 
not extend to the methods by which a con- 
tractor computes his fees or profits so long 
as the fee is ‘‘finally and conclusively fixed in 
amount” at the time of the government's ac- 
ceptance. 

The court rejected a position advanced by 
the government which might have raised seri- 
ous questions a$ to the legality of many con- 
tracts, including those in the nature of a cost- 
plus-a-fixed fee. 

Had the court ruled otherwise, the en- 
forceability of numerous contracts having cost 
plus features would have been thrown into 
doubt. 

The United States Supreme Court made this 
ruling today in a 5-3 decision, criticized by 
dissenting justices as narrowing the scope of 
the cost-plus-percentage prohibition laid down 
by Congress. The Supreme Court buttressed its 
ruling by the further ruling that contracts will 
not be held invalid merely because they are 
“highly profitable but not unconscionable.” 

Ruling on the distinction between legal cost- 
plus-fixed-fee contracts and the illegal cost- 
plus-percentage-of-cost contracts, the court held 
that option contracts for the purchase of land 
for war purposes were valid despite the fact 
that the contractor's fee as agent for arrang- 
ing the sale was 5 per cent. of the purchase 
price. 

“It may be unwise for the government to 
pay its purchasing agent a commission which 
is figured on cost of purchases to the Govern- 
ment but there is no statutory prohibition,” the 
court said. 
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In Business, nothing travels so fast as 
a mistake. 

Millions of dollars a year are wasted 
catching up with instructions not under- 
stood, orders misdirected, carbons too 
faint, reports filled out incorrectly. 

Time and time again a high percent- 
age of this waste could be avoided by 
business forms custom-built to a busi- 
ness and its needs! 

The nine companies listed below 
have long been under Moore owner- 
































ship. Now they combine under the 
Moore name, to form the largest com- 
pany of its kind in the world. They 
offer business large and small an un- 
equaled fund of experience to break 
the bottleneck of human error. 

Is this form necessary? asks the 
Moore specialist. Can it be combined 
with another? Is it functionally a part 
of the entire business system? Does it 
include all the economies and time- 
saving devices found practical in 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 


GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 
COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 


SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


In Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co.. Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 


related fields? Moore finds out, recom- 
mends changes, and prints the forms in 
lots of hundreds or millions. 

A Moore specialist in your own field 
is ready to call on you now. He brings 
initiative and hard-headed business 
sense to your problems — whether you 
are a small store or a many-branched 
corporation. For immediate informa- 
tion, get in touch with the Headquarters 
of your nearest Moore division, as 
listed below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. GY H.W. ATER 
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Controlling Shoe Inventory 
In a Department Store 


When a department store takes over a tech- 
nique develcped by war industries and, in do- 
ing so, reverses long-established retail pro- 
cedures, it is worthy of note. Strawbridge & 
Clothier, a seventy-seven year old Philadelphia 
institution, selected its budget-shoe department 
as a proving ground for the new idea. In- 
stead of having the buyer leave his floor to 
visit his merchandise office and then having 
figures move outward to the controller’s office, 
the trend was reversed. Under a new system 
of visually controlling records, the merchandise 
man and the controller may visit the buyer's 
office and find all the information they need— 
not written in ledger sheets or in a blind file, 
but hanging on the wall pegged out on a 
punch board with bits of colored plastic sym- 
bols for tabulated data. These data are flashed 
to them graphically—accurately and in all 
wanted detail. The board, known as Produc- 
Trol, is posted daily by a clerk in the buying 
office, making possible the fullest use of man- 
power when so many young assistant buyers 
are being taken away for war. 

The results have been so satisfactory that 
the plan has been recommended to other mem- 
bers of the staff by the budget-shoe buyer and 
by his merchandise chief. Installed a few 
months ago, it has already resulted in a saving 
of manpower and is indicating to management 
not only slow-moving items and fast-moving 
items but also style trends. While this in- 
formation is vital to any department, in a shoe 
section, it is critical because today with ra- 
tioning strictly enforced, women refuse to buy 
bargain table shoes. 

The boards, measuring 3'6” x 8’, are made 
of black composition board and are ruled ver- 
tically and horizontally. Each is punched with 
some 20,000 holes into which symbol pegs of 
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colored plastic are fitted. At the left of each 
board is a vertical bank of record cards onto 
which are posted the totals of each day’s sales. 
This expanded information is necessary in or- 
der to compile annual sales figures for perma- 
nent record. The cards have space for a full 
year’s transactions. The edges are bound with 
cellophane. 

The budget-shoe department at Strawbridge 
& Clothier’s has seven of these control boards 
in operation, controlling stock which is di- 
vided equally between “‘flapper’’ goods and 
conservative styles. One of the boards visual- 
izes the store’s stock of playshoes, slippers and 
rainwear. The other boards are used to con- 
trol the balance of the stock. On one is re- 
corded movement of shoes in and out of the 
house. Merchandise on order is also graphically 
shown. 

Thus, the devise takes the historical records 
about merchandise and simplifies and visualizes 
them. Reducing clerical work to a minimum 
and asking the boards to shoulder the responsi- 
bility of giving information to buyer and mer- 
chandise manager, as often as they wish it, 
means one thing. But there is another ad- 
vantage: should the clerk who handles the rec- 
ords need to be replaced, a successor would 
find her work self-explanatory. Personnel 
problems in handling information visually on 
Produc-Trol boards, are reduced to a minimum 
through the modern method of columnizing 
and controlling inventory, purchasing and 
sales data. 

Controlling stock on the boards also means 
that ‘by eliminating slow-moving items, the 
buyer is left open to take advantage of buying 
opportunities. By knowing poor-selling items 
in time, a reasonable markdown may be taken 
before they become obsolete. Fast-selling 
numbers are noted so that reorders may be 
placed in plenty of time for delivery. Straw- 
bridge & Clothier, it is reported, finds the su- 


preme advantage of the system in the fact that 
the merchandise manager no longer needs to 
take the buyer from the floor when he wants 
a check on the department's operation. 

The boards are kept in a separate room ad- 
jacent to the buying floor. They are set up 
to show: (a) daily sales; (b) stock on hand; 
(c) goods on order. Each shoe style has a 
number on the board which runs from one to 
one hundred. A pink peg in a date hole 
means the date to which the board is posted. 
A white peg shows sales; red indicates stock 
on hand, and a-blue peg shows merchandise on 
order, 

How does this work? 

Take line 33 on the first board, for exam. 
ple! The 33 refers to style 33. If a white 
peg is plugged in at hole 21, it means that 
21 pairs of this style have been sold this 
month. A red peg in hole 40 means 40 pairs 
were on hand at the beginning of that month. 
The distance between 21 and 40 or 19 peg 
holes indicates the number of pairs of that 
style in stock today. A blue peg in hole 60 
means that 60 pairs of this style are due this 
month. 

By referring to card number 33 in the rack 
at the left, it is possible to see: that this style 
came from the ‘““X Company,” the materials 
they used; the color, the company’s stock num- 
ber and Strawbridge & Clothier’s stock num- 
ber, also the retail price. Cards are grouped in 
the rack according to materials and color. One 
group records the stock of black calfskin mod- 
els; another black suede models; a_ third, 
brown calfskin; fourth, colored leathers; fifth, 
patent leather, and sixth, skins. 

This system, which supersedes the depart- 
ment’s former method of working entirely with 
ledger sheets, is already resulting in ease and 
convenience for those charged with conducting 
the business of the budget-shoe section. 














Copies are limited—order early. 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-second Street 


Can PREDETERMINATION aid your firm? 
Will SURPLUS DISPOSAL cut your volume? 
What about RECONVERSION POLICIES... 
‘ LABOR RELATIONS PROBLEMS? 
Are your POSTWAR CONSIDERATIONS up-to-date? 
What can we expect in FEDERAL TAXATION programs? 


These are just a few of the many vital subjects analyzed in the Proceedings of the 
recently-held 13th Annual Meeting of The Controllers Institute of America. 
The five special pamphlets—available at 50 cents each, $2.00 for the series—are: 
Contract Termination and Industry Reconversion 
Current Considerations for Controllers 
Federal Taxation: Today and Tomorrow 


Labor Relations 


The Controller and the Postwar Economy 


Please send remittance with your order. 


New York 17, N. Y. 
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A NEW Companion Series to the 
Consumer-Endorsed NATIONAL 


Unit Accounting Forms .... . 


aa 714] 
Se SERIES 


a 


7141 CDP (Left Page) 


714) CDP (Right Page) 


AS ILLUSTRATED 
GENERAL LEDGER 7141 GL. Single page form both sides same. A 
separate sheet for each control account. Designed also for use with 
the 7072 Unit Accounting forms if desired. 
CASH RECEIPTS, SALES AND INCOME RECORD 7141 CRS. Single 
page form both sides same; combination receipts, sales or income 
record. Two records at a glance. 
RECORD OF DISBURSEMENTS, PURCHASES AND EXPENSES 7141 
CDP. Double page form, right side of sheets providing for distribu- 
tion of purchases and expenses; left side, combination cash and check 
disbursements and record of purchases and expenses. Two records 


at a glance. 





THE COMPLETE LINE .. . 7141 SERIES UNIT ACCOUNTING FORMS 
100 sheets to a box — 25 sheets per band 


No. Description No. Description 

7141 CR Record of Cash Received 7141 CRS Record of Cash Receipts 

7141 CD-2 Record of Checks Drawn and Income Record 

7141 Ri Record of Invoices or 7141 CDP Record of Cash Disburse- 
Vouchers ments, Purchases and 

7141 RJ Journal Expenses 

7141 BS Bank Statements 7141 Gl’ General Ledger 

7141 PC Record of Petty Cash 7141 FS Financial Statements 
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Postwar Crisis Forecast Because 
of Huge National Debt 


The serious problem facing this country be- 
cause of the huge national debt which has 
been created was discussed by Mr. John T. 
Flynn, economic analyst and author, at the 
recent annual meeting of the Controllers In- 
stitute of America, held in Chicago. 

“In 1929,” Mr. Flynn said, “we had what 
was called a crisis in the stock market and 
which developed into what came to known as 
the Great Depression. This continued until in 
1933 we had a great banking crisis. 

“Mr. Roosevelt came in and proceeded with 
a series of measures which have come to 
known as the New Deal. What he did, of 
course, was to ameliorate the condition of the 
country. He put it on a sort of charity basis. 
He got unemployment down from 13 million 
to eight million by spending borrowed funds, 
but that ceased to work. Then -unemployment 
began to climb again to nine million in 1938 
and then to 10 million in 1940 and we were 
On our way to another crisis when war came. 

“The war is not a crisis. It actually inter- 
rupted the crisis. When the war ends will 
come the crisis toward which we were drift- 
ing when the war interrupted it. It will be the 
same crisis, only many times multiplied by the 
dislocations created by the war. 

“The condition that will come when the 
war is over will be a mess such as this coun- 
try has never known in all its history and 
alongside of which the crises of 1929 and 
1933 were mild. 

“These are strong words. This is an ugly 
forecast. But I make it because I believe that 
crisis can be met and overcome. But we must 
have in charge of the government sane men 
and honest men. It will be our last chance to 
make a decision about our destiny during the 
next thirty years. When it comes, we will be- 
have intelligently and courageously and firmly 


and we will set our country upon the road of 
a free political and economic state, or we will 
be weak and temporizing and foolish and we 
will permit our country to drift with increas- 
ing rapidity along the road to National So- 
cialism. 

“A lot of short-sighted men think that when 
the war ends we will somehow float out into 
a happy paradise of what is called ‘all-out 
production.’ 

“We have not been making automobiles or 
refrigerators or radio sets or vacuum cleaners 
and a lot of other things our people want, 
and because of this they think that all we will 
have to do is to start the automobile, radio, 
refrigerator and other factories going. This in 
a sense would be true if it were not for the 
fact that we will have with us something we 
did not have at the end of the last war. 

“We will have a debt of 300 billion dollars. 
That debt will go to work on us, on our 
economic system. It will rest like a crushing 
mortgage on every home, on every factory, on 
every railroad. Railroads which before the war 
were paralyzed because they could not carry 
the load of private debt which drained them 
will, when the war is over, carry a load of public 
debt many times as great as the private debts. 

“The struggle with national debt was the 
curse of every country in continental Europe 
for fifty years before fascism came along. The 
present administration has now finally brought 
America into the same condition which be- 
devilled and destroyed every European country 
and brought a whole crew of big and little 
Hitlers to nearly every nation in Europe. Un- 
less the American people have the vision to 
see and understand how their political system 
and their economic system is being destroyed, 
they must make up their minds to face a 
generation of frustration and disorder and crisis.” 


Handling Surplus Personnel After 
Contracts Are Terminated 


In the course of a step by step review of 
the setting up of a special terminations or- 
ganization within his company to handle the 
various functions involved in terminating a 
contract and settling the claims arising from 
it, Mr. Walter F. Titus, vice-president of 
Sperry Gyroscope Company, of Brooklyn, told 
members of the Controllers Institute of 
America at their recent Annual Meeting in 
Chicago, that “one of the most difficult items 
which must receive attention in terminating a 
war contract is what has been called ‘Momen- 
tum Costs’ or ‘Continuation Overhead.’ In 
P. R. 15-489, the subject of ‘Continuing Costs 
after Notice of Termination’ is discussed, and 
in P. R. 15-482 f and g, the subjects of 
facilities and leases are covered. 

“But suppose your organization has grown 
by reason of war contract demands to, say, 20 
times its pre-war size! 

“What has taken place in such an organiza- 
tion is division of function into smaller and 
smaller areas. Where you used to have an em- 
ployment manager with a few assistants, you 
now have an industrial relations director— 





ECONOMIC CONSULTATIONS 
Under Section 722 


Presentation of Briefs Supporting 
Claims 


KARL D. PETTIT & CO. 
20 Exchange Place New York 5, N. Y. 











and he has reporting to him a personnel di- 
rector, an employee relations director, a medi- 
cal service director and a wage administrator. 
Each of these executives is a specialist, and 
has a corps of specialists working for him. 

“When the business is suddenly cut back to 
50 per cent. of what it has been doing, how 
are you going to rearrange such things as 
supervision, engineering, procurement, inspec- 
tion, manufacturing engineering and other 
areas? What would you do about the indus- 
trial relations department when operations are 
cut in half? 

“The easy answer is to say, ‘Fire half of 
them.’ But before you can do this, how long 
is it going to take to break in the remaining 
people on techniques which are strange to 
them? If it takes three months, for instance, 
is it fair to say that it’s up to the contractor 
to carry the burden because it was a business 
risk which should have been foreseen? And 
could this rightfully be said when the position 
in which many contractors find themselves has 
been reached because of extreme pressure from 
high places? Would a business be put in 
jeopardy because its management was pa- 
triotic and acceded to demands for expansion 
—and believed statements that compensation 
would be adequate? 

“Our terminations organization at Sperry is 
built along lines adapted to rapid expansion 
by absorption of desirable personnel who 
would otherwise find themselves out of jobs 
because of terminations. Good production 





Do You Wish to Sell Your Copy 
of “Controllership?” 


Because all available copies of The In- 
stitute’s publication, “Controllership; 
Its Function and Techniques” by John 
MacDonald, have been sold, the Con- 
trollers Institute of America is interested 
in purchasing copies from individuals 
willing to sell them in order that it may 
meet continuing requests for the publi- 
cation. 

Copies of the book should be in good 
condition and will be repurchased by 
The Institute at $2.00, the original pub- 
lication price. 

Please send the book direct to: Con- 
trollers Institute of America, 1 East 42 
Street, New York, 17, N. Y. 











control men, product engineers and manufac- 
turing methods engineers are very useful peo- 
ple to have around when a claim pertaining to 
a product with which they are familiar is be. 
ing prepared and negotiated.” 

The full text of Mr. Titus’ paper appears in 
“Contract Termination and Industry Reconver- 
sion,” a special booklet published by the Con- 
trollers Institute of America, and available at 
50 cents per copy. Please send remittance 
with order to One East Forty-Second Street, 
New York 17, N. Y. 


SEC Reports on Working Capital 


of U. S. Corporations 


Corporate net working capital reached a new 
high in the second quarter of 1944, estimated 
at $44.3 billion as of June 30, 1944, according 
to the quarterly analysis made public by the 
Securities and Exchange Commission. During 
the three months, April through June, 1944, 
working capital increased by $1.3 billion, about 
the same rate as in the preceding quarter. This 
increase in working capital was approximately 
equal to retained profits. The figures did not 
include banks and insurance companies. 

As in the previous quarter, the record level 
of net working capital at the end of June was 
in extremely liquid form with both cash and 
U. S. Government securities accounting for a 
very substantial portion of the total. The only 
significant change in any of the items of cur- 
rent assets and liabilities during the quarter 
was the $1.5 billion increase in U. S. Gov- 
ernments, reflecting the influence of the 5th 
War Loan Drive. Apparently corporations are 
continuing to invest their excess funds in gov- 
ernment securities. There was comparatively 
little change in any of the other components 
of working capital. The ratio of corporate 
liquid funds in the form of cash and U. S. 
Governments to sales, which is one rough 
measure of liquidity, increased again in the 
second quarter of 1944, and is well above pre- 
war levels. 

In addition to the increase in working cap- 
ital, corporations continued to accumulate post- 
war credits in refundable taxes, raising the 
total of such refundable taxes to $1.8 billion 
as of June 30, 1944, an increase of $200 mil- 
lion over the quarter. Other sources of sub- 
stantial refunds payable to corporations are 
the provisions of the income and excess-profits 
tax laws for carry-back of losses and unused 
excess-profits credits, for accelerated amortiza- 
tion of emergency facilities, and for recom- 
putation of cine income for excess- 
profits determination. As for other items af- 
fecting the corporations’ financial position, 
there was on the assets side a drop of about 
$500 million in the net property account and 
on the liabilities side a reduction of $300 mil- 
lion in long term debt; both of these declines 
reflected a continuation of trends which char- 
acterized the two preceding years. 
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She’s not a magician —just a competent 
girl without any special training. 


Yet, after a brief period of time on 
the job, she can now handle in one day 
all the work involved in making out 
pay checks and completing the payroll 
journal and earnings cards for 1,200 peo- 
ple! Not only that, but less clerical help 
is needed in the payroll department, and 
the checks are ready two days earlier 
than they used to be. 


How she does it 


Impossible? Not when you have a Na- 
tional Payroll Machine. It enables any 
reasonably competent person to make 
out from 100 to 150 pay checks an hour 
with all deductions shown. 


Any firm will find that a National 
Payroll Machine means a definite sav- 
ing in both man-hours and money. 





Handles payments by either cash or check 


The machine is equally valuable whether 
you pay by check or by cash. When you 
pay by check, all deductions are printed 
on the employee’s statement part of the 
check. With cash payments, deductions 
are printed on the cash envelope. 

In addition to producing the payroll 
check, the National Payroll Machine 
prints a complete record on earnings 
card, payroll journal, check and stub, 
or cash envelope. 


Phone our representative now! 


If payday means extra work and head- 
aches in your plant or office, have your 
secretary call the nearest National Rep- 
resentative now. He’ll be glad to show 
you definite figures on the savings you 
can expect from using a National Pay- 
roll Machine. National Payroll Ma- 
chines are available through priorities. 
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CASH REGISTERS ¢ ADDING MACHINES 
ACCOUNTING-BOOKKEEPING MACHINES 


THE NATIONAL CASH REGISTER CO. 
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CONTROLLER 


NATIONALLY KNOWN WATCH COMPANY needs a controller in its 
Connecticut plant, where 1200 are employed. He must be a man with 
executive ability who knows how to handle and manage people. He 
must be a man of wide experience and good business background, 
with full knowledge of factory accounting, payrolls, production con- 
trol, inventories and standard cost systems. This is a fine opportunity 
for a man interested in the future. Reply by mail, giving complete 
details of education, training and experience. Address Box No. 480, 
















“The Controller,” One East 42 Street, New York 17, N. Y. | 










































NEW 1945 
W-2 Withholding Tax Forms 
With exclusive Time-saving Features 


Includes Approved Form for all States having Income 
Tax Laws. 


Redifixt carbon-interleaved individual sets or in per- 
forated strips of 6 sets to save 83% of typing time. 


You should place 
your order now .. . 


as under the law, every employee must be given 
a 1945 W-2 Form within 30 days after termina- 
tion of his or her employment. 


Our Redifixt W-2 Form for 1945, approved by 
Bureau of Internal Revenue December 27, 1944, 
incorporates many special time-saving features: 


Important Features 


1, SERIALLY NUMBERED on BUFF colored 
paper (Federal Regulation). We allot series 
of numbers to you. 


“ 
RS 


4 


2. Form Redifixt so that employee’s two copies 
stay together, and your copies easily de- 
tached. 


S$ 
% 


cx 
Se 


3. Special space for Social Security Tax. This 
saves cost of reporting S.S. deduction to 
employees separately. 


WIE 


4, State Information at Source forms collated 
with W-2. Both forms prepared in one op- 
eration. 


We imprint your forms with name and address. 
Write now for folder containing latest FederaJ 
Regulations, additional tax information, styles 
of forms and prices. 





CONSOLIDATED BUSINESS SYSTEMS, Inc. 


30 VESEY STREET, NEW YORK 7, N. Y. 
PHILADELPHIA, BOSTON, DETROIT, WASHINGTON, NEWARK, TRENTON, NEW HAVEN & SCHENECTADY 





Positions Open 











Assistant Controller 
Large company. Excellent post-war. $15,000 
to $18,000. Location East. Address Box Num. 
ber 477, “The Controller,” One East Forty. 
Second Street, New York 17, N. Y. 


Controller 
European subsidiary of large company. Good 
post-war. $10,000 to $12,000. Address Box 
Number 478, “The Controller,” One East 
Forty-Second Street, New York 17, N. Y, 


Education Committee Holds 
Meeting in New York 


A meeting of the National Committee on 
Education of The Institute was scheduled for 
Monday, March 5, at the Hotel Shelton in 
New York, to consider plans being developed 
for the preparation and correlation of tech- 
nical material on modern controllership. The 
Institute’s committee on education for the 
current year includes the following: 

Chairman, Henry C. Perry, Heywood-Wake- 
field Company, Gardner, Massachusetts; Fred 
H. Allen, The American Laundry Machinery 
Company, Cincinnati; W. G. Anderson, Louis- 
ville John R. Bartizal, Esquire, Inc., Chicago; 
Herman Boozer, Georgia Power Company, At- 
lanta; William M. Brown, The Robinson Clay 
Product Company, Akron; Wm. Herbert Carr, 
California Packing Corporation, San Francisco; 
Gay Carroll, Humble Oil and Refining Com- 
pany, Houston; William L. Clark, Buffalo 
Electric Co., Inc., Buffalo; Thomas L. Evans, 
J. N. Adam and Company, Buffalo; Lester W. 
Field, Greenwich, Connecticut; E. Stewart Free- 
man, Dennison Manufacturing Company, Fra- 
mingham, Massachusetts; O. J. Gurwell, 
Thompson Products, Inc., Detroit; Frederick P. 
Hagaman, Standard Oil Company of Louisiana, 
Baton Rouge; Henry W. Herzog, The George 
Washington University, Washington, D. C.; 
George H. Hess, Jr., Great Northern Railway 
Company, St. Poul; Homer T. Huffield, The 
Capewell Manufacturing Company, Hartford; 
Warren A. Jeffords, American Lava Corpora- 
tion, Chattanooga; Edward M. Karrmann, 
American United Life Insurance Company, 
Indianapolis. 

Also Professor Roy B. Kester, Columbia 
University, New York City; Frank N. Killien, 
National Steel Construction Co., Seattle; John 
B. Lawson, Ferracute Machine Company, 
Bridgeton, New Jersey; Clarence H. Licht- 
feldt, First Wisconsin National Bank, Mil- 
waukee; Dr. Edward B. Logan, Common- 
wealth of Pennsylvania, Secretary of Revenue, 
Harrisburg; John H. MacDonald, National 
Broadcasting Company, New York City; Ralph 
W. Miller, Cincinnati Industries, Inc., Cin- 
cinnati; Dwight A. Moore, Los Angeles Turf 
Club, Inc., Arcadia, California; Joseph J. 
Myler, Neisner Brothers, Inc., Rochester; 
Philip R. Palamountain, McLaurin-Jones Com- 
pany, Brookfield, Massachusetts; Haskell Riley 
Patton, Carnegie Institute of Technology, 
Pittsburgh; F. W. Peake, George A. Breon 
and Company, Inc., Kansas City, Missouri; 
John Pugsley, Tennessee Coal, Iron and Rail- 
road Company, Birmingham; Claude O. Rainey, 
Trico Products Corporation, Buffalo; Herbert 
M. Ramel, Ramsey Accessories Manufacturing 
Corporation, St. Louis; F. Earl Reuwer, W. T. 
Cowan, Inc., Baltimore. 

Also Vincent C. Ross, Prentice-Hall, Inc., 
New York City; Professor John H. Shields, 
Durham, North Carolina; Fred P. Slivon, Libby, 
McNeil and Libby, Chicago; George E. Van 
Dyke, Syracuse University, Syracuse; Walter 
Vaughn, Central Broadcasting Company, Dav- 
enport; Professor Ross G. Walker, Harvard 
University, Boston; George T. Welch, Vassar 
College, Poughkeepsie; Ray E. White, Strat- 
ford, Connecticut. 








5,000 
Num- 


‘orty- 


300d 
Box 
East 


> On 

for 
1 in 
ped 
ech- 
The 

the 


ake- 
red 
lery 
uis- 
g0; 
At- 
lay 
arr, 
CO; 
m- 
alo 
ns, 





The Controller, March, 1945 


Sundstrand... 


A FAST WORKER 





in any company! 




















Sry NOSED Sr 








Your accounting staff starts saving hours of valuable 
time . . . the minute you put Sundstrand on the 


payroll. 

Sundstrand works fast . . . not only on Payroll 
Records, but on GoVernment Reports and War Bond 
Ledgers. 

And it does the entire recording job . . . not just part 
of it. Each machine releases several clerks for other 
essential duties. 

Anyone can operate Sundstrand’s simple “10 Figure 
Key” keyboard. Automatic features and controls do 
the rest. 

It will be well worth a few minutes of your time to 
discuss your payroll problems with one of our 
representatives. Your local Underwood Elliott Fisher 
office will gladly oblige. 


Save the Seconds and You Save the Day — 


Underwood Elliott Fisher Company 


Accounting Machine Division e One Park Avenue, New York 16, N. Y. 





e °° ON PAYROLL RECORDS 

Sundstrand posts, computes, and prints 
each check or pay envelope . . . and at the 
same time writes your payroll summary 
and employee’s earnings record. 

All entries are completely visible. Gross 
pay and net pay amounts are automati- 
cally computed . . . column totals auto- 
matically printed. 


eee ON GOVERNMENT REPORTS 
The yearly- and quarterly-to-date earnings 
are automatically computed for all tax 
purposes. On Social Security taxes, the 
machine automatically exempts all yearly 
earnings over $3,000. 
eo ON WAR BOND LEDGERS 
Each employee’s War Bond account is 
kept up-to-date, with each payroll deduc- 
tion and amount “to go” automatically 
computed . . . and every resulting pur- 
chase automatically recorded. The em- 
ployee-list of bond purchases is automati- 
cally counted and totaled. 

* * * 
Sundstrand Payroll Accounting Machines are 
available subject to War Production Board 
authorization. 


Sq) Our factory at Bridgeport, Connecticut, proudly 
flies the Army-Navy «‘E” with second star 
SS added as a third citation awarded for the pro- 
duction of precision instruments calling for 
skill and craftsmanship of the highest order. .. 
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MEETINGS OF CONTROLS 





ATLANTA 
Topic: PHOTO-RECORDS 


Mr. O. S. Lewis, photo-records representa- 
tive of Remington-Rand, was the guest 
speaker at the January 30 meeting of the At- 
lanta Control held at the Piedmont Hotel. 
“Micro Film in Modern Business’ was the 
subject discussed. 


BALTIMORE 
CLERICAL METHODS CLINIC 


Two representatives of the Standard Register 
Company conducted a methods clinic at the 
February 14 meeting of the Baltimore Con- 
trol in the Lord Baltimore Hotel. Studies of 
actual clerical operations “before” and “‘after’’ 
were presented. Application of various work 
simplification principles was demonstrated and 
motion picture and sound-slide films were used 
to illustrate procedures. The discussion of work 
simplification covered both office and factory 
clerical operations. The discussion leaders were 
Mr. William H. Small and Mr. Richard H. 
Dyer, both of the Standard Register Company. 


BOSTON 
Topic: POSTWAR BUSINESS 
Members of the Boston Control of The In- 
stitute sponsored a joint meeting with the 
Worcester Chapters of the National Associa- 
tion of Cost Accountants, National Office Man- 
agers Association, National Association of 
Credit Men, Worcester County Metal Trades 
and Employers’ Association, and the Research 
Institute of America, Inc., on February 13 at 
the Hotel Sheraton, Worcester. The speaker 
for the evening was Mr. Leo M. Cherne, 
editor in chief and executive secretary of the 
Research Institute of America, Inc., who made 
a presentation on “The Road Ahead for 
American Business.” 


BRIDGEPORT 
Topic: TAXES 
Mr. Peter Guy Evans, a member of the New 
York City Control of The Institute, was the 
guest speaker at the February 7 meeting of 
the Bridgeport Control, held in the Graduates 
Club, New Haven. For his subject, Mr. Evans 
chose “Federal Income Taxes.” 


BUFFALO 
Topic: POSTWAR PLANS 
Members of the Buffalo Control of The In- 
stitute heard an address by Mr. Alfred J. Wors- 
dell, Jr., deputy commissioner, Department of 
Commerce of the State of New York, at their 
February 6 dinner meeting held in the Park 
Lane. “Description of the Past Activity of the 
Department of Commerce in Behalf of the War 
Effort and Its Plans for Postwar Industrial 
Promotion” was the subject chosen by Mr. 


Worsdell. 


CHICAGO 
Topic: FOREIGN AFFAIRS 
“What's Next in Foreign Affairs” was dis- 
cussed at the Chicago Control’s January 23 
meeting held at the Union League Club, by 
Mr. Donald McGibeny, radio news commen- 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, II. 











tator and foreign correspondent for American 


newspapers. 


CINCINNATI 
Topic: GOVERNMENT AND BUSINESS 


The Cincinnati Control of The Institute held 
its regular monthly meeting on February 13 
at the Netherland Plaza Hotel and its members 
heard an address on “Trends of Government 
Control over Business” by Mr. Ernest Mitchell, 
Manager of the Union Light Heat & Power 
Company of Kentucky. 


CLEVELAND 
Topic: TAX RELIEF PROVISIONS 


“Relief Provisions—Federal Taxes’’ was the 
subject discussed by Mr. L. C. Weiss, resident 
partner of Ernst & Ernst, at the February 7th 
regular monthly dinner meeting of the Cleve- 
land Control held in the Cleveland Hotel. 


DALLAS 
Topic: INSURANCE COVERAGES 


On January 17, the regular monthly meeting 
of the Dallas Control was held in the Dallas 
Country Club and members heard two firesen- 
tations on insurance matters. In the first, Mr. 
W. R. Bagby spoke briefly on “Fire and 
Casualty Coverages and the Trend Toward 
Comprehensive Coverage,” pointing out that 
the trend was toward an all-coverage policy. 
Mr. Bagby was followed by Mr. C. C. Can- 
non, who discussed “Workmen’s Compensa- 
tion and Public Liability Coverages” with par- 
ticular reference to the various rating plans 
now available in Texas. 

Plans for the March meeting of the Dallas 
Control, to be in charge of the Fort Worth 
membership, were being developed as this edi- 
tion of THE CONTROLLER went to press. In 
February, a number of members of the Con- 
trol joined the members of the Houston Con- 
trol in a special meeting on February 16, in 
Houston. 


DAYTON 
Topic: VETERAN RE-EMPLOYMENT 
At the February 8 meeting of the Dayton 
Control of The Institute, held in the Van 
Cleve Hotel, Mr. R. C. McConnell, director 
of salaried personnel at Delco Products Divi- 
sion of General Motors Corporation, made an 
address on “Re-employment of War Veterans 
and Labor Relations.” 


DETROIT 
Topic: INTERNAL CONTROL 


The January 30 dinner meeting of the De- 
troit Control, which was held in the Hotel 
Statler, featured a presentation by Mr. Ben- 
jamin F. Jackson of Price, Waterhouse & Com- 
pany on the subject of “Internal Control.” 

Mr. Paul Haase, assistant secretary of The 
Institute, who also attended the meeting, spoke 
on current and future activities of the organi- 
zation. 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. 


New York 4, N. Y. 
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DISTRICT OF COLUMBIA 
Topic: POSTWAR ECONOMICS 
The regular monthly meeting of the District 
of Columbia Control was held on February 27 
at the Carlton Hotel. The speaker for the 
evening was Mr. Cecil Vurrill of the Standard 
Oil Company, who discussed “Postwar Eco- 
nomics.” 


HARTFORD 
Topic: SECTION 722 
The subject “Section 722 and Other Phases 
of the Tax Law’’ was presented by Mr. Leon- 
ard M. Troub, C.P.A., at the February 8 reg. 
ular dinner meeting of Hartford Control of 
The Institute, which was held in the Elm 
Tree Inn in Farmington. 


HOUSTON 
JOINT MEETING 
A joint meeting with members of the Dallas 
Control was staged by the Houston Control on 
February 16 at the Lamar Hotel. The program 
began in mid-afternoon and continued through 
a social period and dinner. Among the speak- 
ers were Dr. J. Anderson Fitzgerald, dean of 
the School of Business Administration of the 
University of Texas, who spoke on “Objectives 
of Collegiate Schools of Business Administra- 
tion,” and Mr. Paul Haase, assistant secretary 
of The Institute, who presented a review of 
recent and current as well as proposed activi- 
ties of The Institute. 


KANSAS CITY 
Topic: POSTWAR ECONOMY 
Members of the Kansas City Control were 
fortunate in having Dean Stockton of the Uni- 
versity of Kansas, as the guest speaker at their 
regular dinner meeting held in the University 
Club on February 12. Dean Stockton chose 
for his subject, ‘““What’s Ahead in the Na- 

tional Economy.” 


LOS ANGELES 
Topic: EXCESS PROFITS TAXES 


Mr. Louis A. Williford, chief accountant 
and auditor of Macmillan Petroleum Corpora- 
tion, was the discussion leader at the Febru- 
ary 15 regular monthly meeting of the Los 
Angeles Control which was held in the Hotel 
Clark* Mr. Williford chose for his subject, 
“Net Operating Laws, Carryback and Carry- 
over, as it Affects both Income and Excess 
Profits Taxes.” 


LOUISVILLE 
Topic: 13-PERIOD ACCOUNTING 

Members of the Louisville Control of The 
Institute held a round-table discussion at their 
regular monthly meeting held on Wednesday, 
January 31, in The Pendennis Club, with Mr. 
William R. Hayes as the discussion leader. 
“Advantages of the Thirteen Period Account- 
ing Year” was. the subject chosen. 

Mr. Paul Haase, assistant secretary of The 
Institute, was also present at this meeting and 
discussed the current and proposed activity of 
The Institute. 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH ST. ——— 
omsomres NEW YORK «0 Seraatt 
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MILWAUKEE 
Topic: INDUSTRIAL ENGINEERING 


Mr. Mason Smith, partner of McKinsey, 
Kearney & Company, was the guest speaker at 
the February 13 meeting of the Milwaukee 
Control held in the University Club. ‘The In- 
dustrial Engineering Approach to Better Man- 
agement” was the subject discussed. 

The Milwaukee Control of The Institute 
joined’ with the Milwaukee Chapter of the 
Wisconsin Society of Certified Public Account- 
ants, the Milwaukee Association of Commerce 
and the Milwaukee members of the National 
Association of Cost Accountants, and the 
American Institute of Accountants, for a spe- 
cial meeting at the Pfister Hotel on Monday 
night, January 22, to consider the recently re- 
leased joint termination regulations and the 
joint termination accounting manual released 
by the Army and Navy. 

The Army’s representation was Major Jacob 
B. Taylor, chief of the Cost Accounting Pro- 
cedures Section in the Office of the Fiscal Di- 
rector, Washington, D. C. 

The Navy’s representative was Commander 
J. S. Seidman, special assistant to the Director 
of Cost Inspection Service, Bureau of Sup- 
plies and Accounts, Washington, D. C. 

In addition, a panel consisting of local rep- 
resentatives of the Army and Navy were pres- 
ent to assist in the discussion. 


NEW ORLEANS 
Topic: PLANNING SESSION 
A meeting of the New Orleans and Baton 
Rouge members of the New Orleans Control 
was held on February 20 at Broussard’s Res- 
taurant to consider future membership and 
program plans of the Control. The meeting 
was attended by Mr. Paul Haase, assistant 
secretary of The Institute, who was enroute 
to New York after attending the joint meet- 
ing of the Houston and Dallas Controls on 
February 16. Mr. Haase discussed current 
and recent activities of the organization. 


NEW YORK CITY 
Topic: TAXES 
The Honorable Frank Carlson, a member of 
the United States House of Representatives 
from the Sixth District of Kansas, was the 
guest speaker at the regular monthly meeting 
of the New York City Control which was 
held in the Hotel New Yorker on February 8. 
Representative Carlson’s subject was “A Dis- 
cussion of Broad Tax Problems Confronting 
Congress.” 


PHILADELPHIA 
Topic: VETERAN RE-EMPLOYMENT 
Members of the Philadelphia Control heard 
Brigadier General Frank T. Hines make a 
presentation on the subject of “Re-employ- 
ment of Veterans’ at their regular monthly 
dinner meeting held on February 1 in the Ritz- 
Carlton Hotel. The Industrial Relations Asso- 
ciation of Philadelphia joined the Philadel- 
phia Control at this meeting to hear Brigadier 
General Hines. 
Among the guests of honor were Mr. Charles 
I. Engard, Regional Veterans Federal Em- 
ployment Representative of The Third Civil 
Service Region, a Past Commander of the 
American Legion in Pennsylvania, former 
Deputy Secretary of Banking, and former Sec- 
retary of Welfare for the Commonwealth of 
Pennsylvania; and Mr. Lewis B. F. Raycroft, 
Coordinator of Veterans Personnel, Pennsyl- 
vania Division of Selective Service and former 
Regional Director of the War Manpower Com- 
mission. 
The following members of the Philadelphia 
Control, now serving in the Armed Forces of 
the United States, also were seated at the head 
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Ray of Sunshine 
for the ramy day mfr.... 


This manufacturer of rubber footwear 
must make hundreds of different styles 
for stockh—but public preference doesn’t 
always follow stock! So manufacturing 
schedules must be revised frequently 
to meet the demand for certain styles, 
sizes, widths and colors...The company 
sells nationally, has 80 salesmen, receives 
about 1,000 orders a day. Prodiction 
schedules were a perpetual headache— 
until McBee Keysort was installed. 


Now the management gets full 
daily reportson...orders bystyle, sizes, 
widths... production record of items 
scheduled, cut, finished, and on hand 


... and timely accurate information 








on discounts, cancellations, mail and 
rush sales, and unfilled orders. Earlier 
and more pertinent reports permit 
more timely control in both the sales 
and production departments, prevent 
excess stock and deterioration, save 
thousands of dollars annually. 


Our BUSINESS is making facts 
available faster. McBee methods and 
products are custom designed for your 
specific needs . . . simple, usable and 
understandable by office people... 
proved in thousands of installations. 
If you suspect your office procedures 
could be improved, arrange to see a 
McBee man, soon. 


THE McBEE COMPANY 


®& SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N.Y. .. Offices in principal cities 


























rings for safety and convenience 
in validating documents. 


Today, busy executives use 
Todd Protectograph check-sign- 
ing MACHINES to save time and 
energy that would be wasted 
signing checks by hand. In this 
way they free themselves to give 
full attention to really impor- 
tant work. 


Todd Check Signers provide 


security as well as efficiency — 





COMPANY, INC. 






a 


ROCHESTER NEW YORK 


SALES OFFICES IN Ya PRINCIPAL CITIES 
ee THROUGHOUT THE WORLD 





@ Before the Christian Era, busy 
executives were using signet 


*< tion now—without obligation. 





producing from 1000 to 3000 
four-color signatures per hour 
far more safely than they can be 
written by hand. 


Full control is also assured 
by an accurate, non-resettable 
counter, a dual-lock system 
and removable signature plates 
which prevent unauthorized use. 


Todd Check Signers are now 
available on priority (WPB 
1688) to meet your needs and 
your budget...and bring your 
disbursement methods up to 
date. Write for further informa- 


THE TODD CO.,INC.,ROCHESTER 3, N.Y. 


Please let us have the facts about Todd Check 
Signers and how they speed up operation, 
Saye executive time, and increase safety and 
control. 


Company 





Address 





By 


~) 








~ C-3-45 
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table: Chief Boatswain Mate Holden V. Ar. 
naiz, U. S. Coast Guard Reserve-Temporary, 
Philadelphia, Pa.; Lt. (j.g.) Charles H. Fish, 
USNR, Bureau of Ships, U.S.N., Camden, 
New Jersey; and Lt. Howard G. Oberlander, 
USNR, Bureau of Aeronautics, Washington, 
Dc. 

Colonel D. H. Tyson, U. S. A., a former 
member and director of the Philadelphia Con. 
trol, who is now Chief of the Pay Allotment 
Division of the Office of Fiscal Director, Wash- 
ington, D. C., introduced Brigadier General 
Frank T. Hines. 


PITTSBURGH 
Topic: ECONOMY LEAGUE’S ACTIVI- 
TIES 


A presentation on “Review of the Economy 
League’s Activities in Western Pennsylvania” 
was made by Mr. Leslie J. Reese, vice pres- 
ident of the Pennsylvania Economy League, at 
the February 19 meeting of the Pittsburgh 
Control, held in the Duquesne Club. 


PORTLAND 
Topic: SOCIAL LEGISLATION 


Members of the Portland Control heard Mr. 
George L. Myers, assistant secretary and treas- 
urer of the Pacific Power and Light Company, 
make a presentation on the present status of 
social legislation for the state of Oregon and 
the nation, at their January 19 meeting, which 
was held at the Old Heathman Hotel. 


QUAD CITIES 
Topic: TAXES 
“Federal Profits Taxes Today and Tomor- 
row” was the subject discussed by Mr. E. H. 
McDermott of McDermott, Will & Emery, of 
Chicago, at the February 1 regular monthly 
dinner meeting of the Quad Cities Control. 


ST. LOUIS 
Topic: FEDERAL TAXES 


Mr. Gus V. Keller of Gus V. Keller & 
Company, certified public accountants, ad- 
dressed the St. Louis Control of The Insti- 
tute at its meeting on January 23, held in the 
Hotel Statler. Mr. Keller, a member of the 
American Institute of Accountants and the 
Missouri Society of Certified Public Account- 
ants, had for his subject “Corporation Fed- 
eral Income Taxes.” 


SAN FRANCISCO 
Topic: INSURANCE 
The San Francisco Control of The Institute 
held its regular monthly meeting on February 
15 at the St. Francis Hotel with Mr. John 
Hunton, executive secretary of the California 
Medical Association, as the guest speaker. Mr. 
Hunton presented an address on “Health In- 
surance.” 


SEATTLE 
Topic: CORPORATE REPORTS 
Two related subjects were the topics for dis- 
cussion at the January 25 dinner meeting of 
the Seattle Control at the Washington Athletic 
Club. First Mr. Mason, area auditor of the 
Pacific Telephone and Telegraph Company, 
spoke on “Annual Reports to Stockholders and 
Others.” He was followed by Mr. Theodore 
Herz, chairman of the Control’s Accounting 
Practices Committee, who spoke on recent 
developments for handling income taxes 1n 

statements. 


SPRINGFIELD 
Topic: EMPLOYEE PROBLEMS 
Mr. Lloyd Ellison of the Ellison System, Inc. 
made a presentation at the February 20 meet- 
ing of the Springfield Control, held at the 
Hotel Sheraton, on “Employee Benefit Pro- 
grams, Pensions, and Profit-Sharing Plans. 








SYRAC 
Topi 
RE 


Mem 
fortuna 
sistant 
of New 
speaket 
was he! 
made < 
Trends 
ships.” 


TOLEI 
Mem 


stitute 
centere« 
dure” 
in the 


TWIN 


Mem 
Mr. G 
apolis, 
nual jc 
Twin ¢ 
held or 
Club. 


WEST 


Mer 
receive 
ment 0 
prepare 
holds | 
Wedne 
list wa 
the W 
Rapids 

At t 
held a 
Walter 
Plaster 
of rec 
TROLLE 


uv 
= 
o 
nA 





The 
cisco | 
cooper 
manag 
cisco ¢ 
topic, 
sition,’ 
sponso 
Jackso 


Wh 
per ga 
tax fo 
sales | 
of gas 





raty, 
Fish, 
iden, 
ader, 
3ton, 


rmer 
~ON- 
nent 
ash- 
eral 


VI- 


my 
ia” 
res- 
, at 
rgh 


ich 


ES 


T- 


ly 


om TR DN 


e 


oo F eS SS. Cee 








SYRACUSE 

Topic: LABOR AND MANAGEMENT 

RELATIONSHIPS 

Members of the Syracuse Control were 
fortunate in having Mr. Joseph Teatom, as- 
sistant industrial commissioner of the State 
of New York, Department of Labor, as guest 
speaker at their February 26 meeting, which 
was held in the Hotel Syracuse. Mr. Teaton 
made a presentation on the subject, “New 
Trends in Labor and Management Relation- 


ships.” 


TOLEDO 
ROUND TABLE DISCUSSION 
Members of the Toledo Control of The In- 
stitute held a round table discussion which 
centered around the subject of “Office Proce- 
dure” at their regular monthly meeting held 
in the Hotel Secor on February 8. 


TWIN CITIES 
Topic: TAXATION 
Members of the Twin Cities Control heard 
Mr. George C. Lundolph, C.P.A. of Minne- 
apolis, discuss “Federal Taxation” at the an- 
nual joint meeting of their Control and the 
Twin City Controllers’ Association, which was 
held on February 6 at the Minneapolis Athletic 
Club. 


WESTERN MICHIGAN 
ROUND TABLE DISCUSSION 


Members of the Western Michigan Control 
received, in connection with the announce- 
ment of the January 24 meeting, an attractively 
prepared membership list of the Control, which 
holds regular dinner meetings on the fourth 
Wednesday of each month. The membership 
list was prepared by Mr. M. E. Hardaker of 
the Wurzburg Dry Goods Company, Grand 
Rapids, who is a director of the Control. 

At the January dinner meeting, which was 
held at the Century Club in Muskegon, Mr. 
Walter Wennerstrom of the Grand Rapids 
Plaster Company, led a review and discussion 
of recent articles appearing in THE Con- 
TROLLER, 





Philadelphia Control 
“On the Air’ 


The Philadelphia Control of The In- 
stitute was prominently mentioned in a 
broadcast over Radio Station WFIL on 
Sunday, February 4, in connection with 
the broadcast of the program “This Week 
in Philadelphia,” in the course of which | 
a portion of the recording of an address 
presented by Brigadier General Frank T. 
Hines, Administrator of Veterans’ Affairs, 
was broadcast. General Hines was the 
| featured speaker at the February 1 meet- 
| ing of the Philadelphia Control at which 
time the recording was made. 











San Francisco Control Co-Sponsors 
Management Conference 


The Board of Directors of the San Fran- 
cisco Control of The Institute approved the 
cooperation of the Control in sponsoring a 
Management conference to be held in San Fran- 
cisco on Saturday, March 24, on the general 
topic, “Western Management Plans for Tran- 
sition.” The letter of invitation regarding 
sponsorship was received from Dean J. U. 
Jackson of Stanford University. 





When the federal gasoline tax of 114 cents 
Per gallon is added to the 4.43 cents average 
tax for the 48 states, the motorist is paying a 
sales tax of 40 per cent. on the retail value 
of gasoline—A. P. I. Quarterly 
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Said the Bookkeeper to the Manager: 


What's this new paper we’re using? It’s a pleasure 


to work with. 


Said the Manager to the Bookkeeper: 


It should be. We chose it after weeks of testing 
various kinds of paper for all our records. It’s Parsons 
Mechano Form. 


HIS firm has several different 

machines .. . and needs both 
sheets and cards that take various 
machine inks as well as hand-post- 
ing writing inks. Entries must be 
clean cut and legible and stay that 
way. Thesystem calls for matching 
colors in both paper and cards, and 
quite a variety of colors. 

If your records must stand plenty 
of use and abuse, take erasing, even 
with chemical erasers, without 
changing color, and stand erect 





in files without getting dog-eared, 
Parsons Mechano Form is what 
you need. Only in a cotton fiber 
paper can you get real wearing 
and lasting quality. 

So when you need bookkeeping 
and record papers that will do 
everything the job requires, specify 
PARSONS MECHANO FORM, 
an economical 50% cotton fiber 
paper, made by the mill that 
specializes in paper engineered to 
do the job right.* 





PARSONS PAPER COMPANY «+ HOLYOKE, MASSACHUSETTS 


* For example: One manufacturer of bookkeeping machines uses ink that dries very 
quickly. It makes a clean, sharp impression ... but after an hour it kept on spreading along 
the fibers in the paper. Working with this machine manufacturer, we evolved a paper formula 
which solved the problem . . . and will take any ink without smudge or spreading. 
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NEW MEMBERS ELECTED | 





At a meeting of the National Board of Di- 
rectors held January 26, 1945, the applicants 
named below were elected to active member- 
ship in The Institute: 


GrorGE T. ADAMS : 
Tubize Rayon Corporation, New York City 
M. LAwRENCE DAILY 
Highway Express Lines, Inc., Philadelphia 
JaMEs B. DONNELLY ‘ 
Minneapolis, St. Paul & Sault Ste. Marie 
Railroad Company, Minneapolis, Minnesota 
Ernest A. EvENS 
Evans Products Company, Detroit 
J. Kari FisHBACH 
R. H. Macy & Company, Inc., New York 
City 
NorBert D. GREENE 
Genessee Valley Trust Company, Rochester 
Joun D. HEAUME 
Simonds Worden White Company, Dayton 
JoHN W. HIxson 
Max Lowenthal and Sons, Rochester, New 
York 
ARTHUR J. LECHLEITER 
Superba Cravats, Rochester, New York 
Epwarp A. McCREADY 
Grand Rapids Store Equipment Company, 
Grand Rapids, Michigan 
J. W. McMILLIAN 
Gustin-Bacon Manufacturing Company, Kan- 
sas City, Missouri 
FRANCIS W. MAGATTI 
The Muir Company, Grand Rapids, Michi- 
gan 
WALTER F. MEISTER 
The American Museum of Natural History, 
New York City 
ELMER W. MUNSELL 
Flint & Kent, Buffalo, New York 
QUENTIN MEMMERS 
The Franklin Ice Cream Corporation, Kan- 
sas City, Missouri 
Harry O'CONNELL 
H. R. L. Machine Works, Inc., Seattle, 
Washington 
JoHN W. OsBon 
Pennsylvania Rubber Company, Jeannette, 
Pennsylvania 
ELMER H. PARADIES 
United States Rubber Company, Los An- 
geles 
CLARENCE F. REES 
Griffith Company, Los Angeles 
HAROLD E. ROWLES 
Stecher-Traung Lithograph Corporation, 
Rochester, New York 
RAYMOND SADLER 
Cox Newspaper & Radio Corporations, Day- 
ton (Dayton News) 





Election of the 66 new 
members named above 
brings the total mem- 
bership of The Institute 


to 
2,979 











GorDON B. SCHAEFER 
Southeastern Pipe Line Company, Atlanta, 
Georgia 

D. NEvIN SMITH 
The Electric Storage Battery Company, Phil- 
adelphia 

RAYMOND H. SPEAR 
Gunderson Brothers Engineering Corpora- 
tion, Portland, Oregon 


RoBERT L. SPoTTs 
TelAutograph Corporation, New York City 


CLIFFORD G. STELL 
Comstock Canning Corporation, Newark, 
New York 


Louis C. STEVENS 
Standard Oil Company (New Jersey), New 
York City 

VERNER G. STRICKLAND 
Commonwealth Gas Corporation and Sub- 
sidiaries, New York City 


Jay M. THOMAS 
Philadelphia Suburban 
Bryn Mawr, Pennsylvania 


JosEPH J. THURSH 
Macy’s—New York, New York City 


J. J. Timpy 
Nash-Kelvinator Corporation, Detroit 


JAMES E, TURNER 
Talon, Inc., Meadville, Pennsylvania 


Gus. T. WEGNER 
Florida Pulp & Paper Company, Pensacola, 
Florida 


ARTHUR E, WELCH 
Aircraft Accessories 
City, Missouri 

ARTHUR WILKINS 
National Fireworks, Inc., South Hanover, 
Massachusetts 

M. L. ALLEN 
Farm Tractor and Industrial Power Divi- 
sions, International Harvester Company, 
Chicago 

Louis J. BACHAND 
Metals Disintegrating Company, Inc., Eliza- 
beth, New Jersey 

JoHN V. BANNON 
Automatic Paper Machinery Company, Inc., 
Hoboken, New Jersey 

JOHN L. BuBUL 
Farnsworth Television and Radio Corpora- 
tion, Fort Wayne, Indiana 

RALPH B. BusH 
American Mail Line, Ltd., Seattle, Washing- 
ton 

DonaLp E. CASTLE 
Northwestern Steel & Wire Company, Ster- 
ling, Illinois 

Warp V. CLARK 
The Thew Shovel Company, Lorain, Ohio 

CLARENCE L. DARBY 
Birmingham Paper Company, Inc., Birming- 
ham, Alabama 

Cart DAUTEL 
The Cleveland Graphite Bronze Company, 
Cleveland 

Witt L. DoLit 
Raymond Laboratories, Inc., St. Paul, Minne- 
sota 

MAURICE W. FIELD 
American Steel & Wire Corporation, Cleve- 
land 

PAuL D. Fox 
The Pennsylvania Railroad Company, Phila- 
delphia 


Water Company, 


Corporation, Kansas 


CHARLES F. HOELL 

ACF-Brill Motors Company, Philadelphia 
FRANK T. HuMISTON, JR. 

The Brush Beryllium Company, Cleveland 
E. W. KELLEY 


The Cleveland Wire Spring Company, Cleve. | 


land 


JOHN W. KEMPER 
Diebold, Incorporated, Canton, Ohio 


ALBERT H. KINDLER 


The G. M. McKelvey Company, Youngs. 


town, Ohio 
CHARLES L. JOHNSON 


Hat Corporation of America, South Nor. ‘ 


walk, Connecticut 
RONALD A. MACDONALD 
National Bank of Washington, Tacoma, 
Washington 
A. F. MAck 
The Lukas-Harold Corporation, Indianapolis, 
Indiana 
W. B. McCLoskey 
The Davison Chemical Corporation, Balti- 
more, Maryland 
F. O. McDERMOTT 
Farm Implement Division, International Har. 
vester Company, Chicago 
LEE MONTELLARO 
Sperry Gyroscope Company, Inc., 
Neck, New York 
Roya G. PARKS 
National Malleable and Steel Castings Com- 
pany, Cleveland 
ROBERT W. PEDEN 
Brown Fence & Wire Company, Cleveland 
GerorGE H. PuLSFoRD 
B. A. Eckhart Milling Company, Chicago 
Homer E. SMITH 
Crowe Name Plate & Manufacturing Com- 
pany, Chicago 
ARTHUR J. SOWERS 
The Spun Steel Corporation, Canton, Ohio 
C. P. THOMPSON 
The Telling-Belle Vernon Company, Cleve- 
land 
JAMES A. TRAINOR 
Commercial Controls Corporation, Roches- 
ter, New York 
EpWARD TUBBS 
International Minerals & Chemical Corpora- 
tion, Chicago 


Great 


Tax-Free Utility Bonds Called 
Big “Tax Evasion Racket’ 


A bill introduced on February 6 in the E 


House of Representatives by Representative — 


Frank Carlson of Kansas, which is designed 
to eliminate some of the tax advantages that 
publicly owned utilities have over those of 
the private utility industry, has aroused inter 
est in utility and banking circles. In 

mitting the measure, Mr. Carlson, a member 
of the tax-writing House Ways and Means 


Committee, declared that it was drawn up to = 


stop what he termed a “tax evasion racket.” 
This “racket” resulted, he said, from the in- 


creased purchase of private utilities by mu- — 


nicipalities and governmental bodies. He sat 
that while utilities are in the hands of private 
investors, the income received by security hold- 


ers is subject to Federal income taxes, just © 


as an other income. However, he declared, once ~~ 


public ownership comes into the picture, much ~ 


income becomes tax exempt. 


While Mr. Carlson apparently limited his 7 


tax inequality discussion to the tax-free status = 
of municipal revenue bonds on publicly owned 7 


plants, the “New York Times” 


pointed out 7 


that there also is an even greater differential ~ 


existing in public vs. private utility operation. © 


Privately owned utilities pay direct taxes t0 


a 


the federal government in amounts four and five 9 


times as great as public projects, it was sta 





